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CONGRESS AND RESUMPTION. 


The new year has begun auspiciously in many departments 
of business, and the general movements of finance and trade, 
especially in the West, are so full of promise, that the highest 
considerations of expediency and statesmanship combine to urge 
on the members of our State and National Legislatures the duty 
of aiding, if it be possible, this gratifying reaction from the depres- 
sion bequeathed to us by the panic of 1873. At least the policy 
adopted by those bodies should not be obstructive, and where from 
the nature of the case they cannot do much to help the great 
economic movement which is tending towards recuperation, they 
should take special care not to hinder or oppose it. 

In no other country does the National Legislature possess the 
vast powers over the monetaryecirculation which circumstances have 
temporarily given to Congress in the United States. We are 
reminded of these powers, and of the mischievous uncertainty 
they create in business, by a proposition lately offered in the 
House of Representatives by Mr. Holman of Indiana. On the 17th 
of January that gentleman moved to suspend the rules, and to 
adopt a resolution for a repeal of the Resumption law, declaring 
that no specific and arbitrary period should at this time be pre- 
scribed by law at which the legal-tender notes must be paid in 
coin by the Treasury, and instructing the Committee on Banking 
and Currency to report a bill in accordance with this resolution. 
The scheme of Mr. Holman was frustrated by a vote of 158 to 
112. This decisive result has given profound satisfaction to the 
friends of a sound currency throughout the nation. There is at 
least one compensatory advantage from this first decisive movement 
of the inflationists in the present Congress. It is well for us to 
know who are the men, and how great is their number, who wish 
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to disturb the settlement of the Resumption question as adjusted 
a year ago. ‘Till this vote was taken, the real sentiments of the 
House were open to doubt, and various estimates were current as 
to the strength which the inflationists could command on a decis- 
ive occasion. In the Senate there was not the same uncertainty. 
It has long been well known that the inflationisis are in a minor- 
ity there; it is now generally conceded that they are in a minority in 
the House. As both branches of the Federal Legislature have 
thus voted against inflation by large majorities, there is good 
ground for the satisfaction, which has been so general among our 
conservative merchants and financial men, at the result of Mr. 
Holman’s motion. Among the conclusions which may legitimately 
be ceduced from this aspect of the situation, two or three are 
worthy of special attention. 

It is becoming very evident that Congress will not attempt to 
check the progress of the country toward specie payments. Dur- 
ing the present session our merchants, bankers, manufacturers and 
capitalists may rest secure in the belief that the country will not 
be harassed and paralyzed by uncertainty as to the fundamental 
principles of our currency policy. Never since the war have we 
begun a session of Congress with so many guarantees that Con- 
gress would not lay rash hands on the sacred ark of the currency. 

Secondly, we seem warranted in the inference that there will 
be very little currency legislation of any kind at present, and that 
if any new monetary laws are passed, they will be of a very con- 
servative and cautious character. In intelligent acquaintance with 
the currency question, our citizens generally are making rapid 
progress; so that it is often said that the average intelligence of 
the nation on the subject is far ahead of the knowledge displayed 
by many of their representatives at Washington. However this 
may be, the nation appears to have made up its mind to have a 
sound currency, and to accomplish the purpose by slow, whole- 
some degrees. In this present spirit, which seems to pervade 
every part of the country, we see conclusive arguments against 
believing that there will be mucH change in regard to the currency 
during this session of Congress. Another reason for this belief of 
our citizens, that the resumption question will not be tampered 
with, is often found in the conflicting character of the currency 
schemes which are continually proposed. These plans are so opposite 
in their character that they tend to destroy one another. There is 
some force in this reasoning. But the chief safeguard against reck- 
less inflation of the currency depends, as we have said, upon the 
conservative temper of the nation. The judicious force of public 
opinion, under a free Government like ours, cannot fail to control 
Congress, and to mould legislation. What the advocates of a 
sound currency have to do, therefore, is to bend their Whole force 
to the building up of an enlightened public opinion on this sub- 
ject. The progress of the age and the spirit of our institutions 
alike prescribe the true method of promoting financial stability 
and monetary reform. 
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A third point which is suggested by Mr. Holman’s defeat is, 
that, other things being equal, we ought to expect fewer mercan- 
tile failures this year. It is afirmed on good authority that since 
the panic a large proportion of the failures in this country have 
been chiefly due to the perturbations of values by the constant 
tinkering of the currency at Washington. If this malignant cause 
of disasier can really be kept in check thrcughout the present 
year, a wholesome diminution of preventable insolvency ought to 
be looked for. If our statesmen at Washington had only been 
aware of the perilous nature of the powers intrusted to them over 
the currency, and of the ruin which a mistake in legislation was 
capable of sowing broadcast throughout the country, many mis- 
takes in our past currency policy would have received an early 
and wholesome check. History is full of warning against bad 
financial legislation. On page 608 of this number we print the 
remarks of John Stuart Mill against the paper money legislation 
proposed by Mr. Attwood, who was one of the most powerful 
inflationists of his day in the British Parliament. As our paper- 
money advocates in Congress have borrowed the policy and imi- 
tated the arguments of Mr. Attwood, they may be warned against 
the unhappy catastrophe which overtook the celebrated banking 
house of which he was the head. As is well known, it failed in 
1865, and its liquidation is even now going on. 


ARE THE RISKS OF BUSINESS INCREASING? 


To the losses which in this country have been inflicted on 
trade by bad currency legislation, we may add thdse risks and 
disasters which are of a more widely diffused character. There is 
evidence that the risks of business in all commercial countries are 
not only growing heavier from local causes, but that these risks 
have received from great general causes an increased force during 
several years past. Whether this new movement is still acceler- 
ating its pace is a question well worthy of a most thorough and 
patient investigation. A traveler through Russia, Germany, Nor- 
way and Sweden, France and England, would see that in all 
those countries, except, perhaps, in France, there prevail in the 
mercantile circles precisely the same complaints that are so rife in 
this country. The losses and the risks incident to mercantile and 
industrial enterprises are on all sides reported to have reached a 
point heretofore unknown. Of course, some exaggeration in the 
estimates of present misfortunes may reasonably be expected. But, 
making due allowance for these, abundant evidence remains to 
sustain the conclusion that some wide-spread general influences are 
at work to disturb the industrial mechanism, and to shake the 
financial equilibrium all over the world. Among these causes, two 
or three may be cited with a view to stimulate inquiry. 
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In the first place, we must look back to the gold discoveries 
of 1848. Never in the history of modern commerce has any 
event occurred of greater importance. The civilization of the 
nineteenth century seemed at that time to be exposed to imminent 
peril. Throughout Europe political discontent and social suffering 
were ripening into revolution. The gold discoveries of Australia 
and California were just in time to relieve distress, and assuage 
political tumult. The influx of the precious metals gave a new 
lease of life to the weaker monarchies of Europe. It enriched the 
people, and fed the hungry; it gave the operative classes work, 
and satisfied the poor. It overwhelmed and scattered the threat- 
ening sterms by the sunshine of material prosperity. English 
statesmen amuse themselves by attributing this happy change— 
‘some to their wise fiscal arrangements, others to the Bank Act of 
1844, and others again to a multitude of subordinate causes, each 
of which happened at a critical time, but had really little influence 
in effecting the economic revolution which gave life and activity 
to the paralyzed industries of Christendom. Throughout the Old 
World and the New the commerce, the industry and the produc- 
tive power of every nation partook, according to its inherent vital- 
ity, of the impulse of this plenteous stream of gold which poured 
into the channels of finance and international trade. 

Secondly, let us look at the marvelous results which have been 
developed during the last quarter of a century by the forces thus 
let loose in the arena of economic growth. ‘The commerce of 
Europe has increased fivefold. Its wealth, though depleted by the 
most costly wars, has augmented enormously. Its area has been 
covered by a network of railroads and telegraphs, its banking and 
financial institutions have been multiplied to afford facilities for its 
merchants, manufacturers and men of capital; and its whole indus- 
trial organism has advanced, “not by steps, but by leaps and 
bounds.” 

Thirdly, we will mention but one other fact as suitable to 
direct the inquiry on the subject before us. The process of 
excessive production has thus been going on throughout every 
nation in Europe, and it has been equally rapid in this country. 
Over-production has culminated in over-competition. To this, and 
its twin brother, over-speculation, a large proportion of the new 
risks of business are undoubtedly due. In the present state of the 
evidence on this question, it is quite useless to attempt to fore- 
cast the immediate future in respect to it. The facts, however, 
are very suggestive. They should inspire mercantile men with 
caution, and with the laudable resolve to do a safe business 
rather than a large one, to economize their expenses and to control 
their risks and ventures by the rigid limits of their assured means. 
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TAXATION OF BANK SURPLUS. 


SHOULD THE SURPLUS OF BANKS BE TAXED? 


To an unprejudiced observer the pr&ent time seems singularly 
inappropriate for any proposition to add to the burdens of Bank 
taxation. For many years past there has not been a period in the 
history of our Banks when they have found it more difficult to 
earn a living profit by conservative safe banking. If a part of the 
meager profits now possible in the banking business is to be swept 
away into the coffers of the State, an impulse will be given to 
bad banking which a wise statemanship should never allow. 
Moreover, the present moment offers to our State Legislature 
reasons of vast importance for sustaining the Banks, instead of 
injuring or weakening them. It is, therefore, remarkable, and much 
to be regretted, that at so critical a conjuncture, the project should 
have been started for putting an unwonted and heavy burden 
upon our banking system. As will be seen from the report of the 
Committee, on page 640, the proposition is to compel the Banks 
of this State, contrary to all former usage, to pay a tax upon 
their surplus, at a rate equal to the State tax upon their capital. 
The State tax heretofore has been assessed and paid by the Banks 
upon their capital only. To this old tax the Banks offer no 
objection. What they object to is a pernicious innovation. They 
complain that for this year, which is the least profitable year the 
Banks have had for a long time, and which is perhaps the first 
of a long series of unprofitable years, the tax authority has 
determined to put in force against them a new interpretation of 
the law. They complain that they will be assessed, and will have 
to pay for the first time, a tax upon their surplus. As it is certain 
that this new impost is condemned by the most obvious principles 
of fiscal legislation, efforts are to be made this winter at Albany, 
and at Washington, to protect our banking system from this new 
and pernicious exaction. The controversy should not be allowed 
to pass away without an investigation being made as to the 
methods in use for the taxation of Banks in Europe. The appreach- 
ing Centennial will probably attract to this country bankers and 
financial men from all parts of the world. It would be well for 
those of our citizens who are brought into contact with these 
foreign visitors, to obtain from them authentic information as to 
the taxes imposed on banking abroad, especial attention being 
given to the amount of these imposts, and to the methods of 
assessing them. 

One of the notable objections to the new tax is, that it is 
contrary to the established policy of this country in regard to 
banking. It discourages the accumulation of a surplus, and it 
indirectly gives a premium to the Banks which destroy or diminish 
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their surplus, as some Banks have done, by dividing it among 
their stockholders. Up to this time the whole tendency of American 
law and usage has been to encourage Banks to acquire a surplus, 
and to hold it as a guarantee of their solvency to the public. To 
illustrate this point, we have obtained from Mr. Camp, the Man- 
ager of the New York Clegring-House, the subjoined statement of 
the rapid growth of the surplus fund of the Banks of that insti- 
tution. 

GROWTH OF THE SURPLUS OF THE CLEARING-HousE BANKS oF NEW York, 

1858-1875. 
Capital. Surplus. Deposits. 

188 .... -- - $67,041,200 $ 7,531,600 $ 103,082,600 


69,125,700 
69,401,800 
69,683,500 
83,357,300 


84,260,100 
84,923,300 
85,162,c.00 
88,678,800 
87,315,700 
88,05 1,800 
85,285,200 
84,085,200 


75551500 

8,055,200 

8,323,800 

8,647,600 
11,714,200 
15,704,000 
21,440,0C0 
23,144,800 
27,407,000 
29,224,700 
32,504.500 
32,837,100 
34,854,900 
36,361,300 
38,867,100 
40,787,000 
39,851,800 


96,458,400 
106,382,800 
102,165,100 
154,043.900 
207,530,300 
231,468,7c0 
285,757,700 
303.540,200 
207,077.200 
238, 108,000 
108,24!1,4C0 
246,899,500 
270,COI,700 
261,625,500 
250,030,000 
265,841,200 
254,134,900 


These statistics show that the surplus of the New York 
Banks has increased much more rapidly than their capital and 
deposits. The advantages of fostering rather than repressing such 
a growth it is impossible to overestimate. Moreover, it is a pe- 
culiarity which distinguishes the National Banking system from 
all other systems in this country or abroad, that it enforces 
on all National Banks an accumulation of a surplus of 20 per 
cent. upon the capital. In accordance with this regulation the 
surplus of the whole of the 2,087 Banks throughout the country 
is at present $134,356,076 against $128,958,107 in 1874, 
$ 120,314,499 in 1873, $ 110,257,516 in 1872, and $ 101,112,672 
in 1871. Thus the surplus of the National Banks is accu- 
mulating at the rate of six or eight millions a year, and its 
growth and magnitude are among the most conspicuous safe- 
guards of the banking system in this country. As these safe- 
guards are subjected to a new and pernicious attack by the 
late action of our Tax Commissioners, and as these officers de- 
clare that while the law stands in its present state they have 
no alternative but to enforce the offensive tax, the proper 
legislation will, it is hoped, be carried into effect without de- 
lay. We commend the report of the Committee of the Bank 
officers to the attention of our readers, and we hope they will 
give it as wide a circulation as possible. 
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THE NEW FUNDING LOAN. 


THE NEW FUNDING LOAN. 


The latest despatches from Europe offer new and satisfactory 
evidence in confirmation of the opinion that an effort ought to be 
made to negotiate in England, without delay, the four per cent. 
funding bonds authorized in the Funding Act of 1870. When that 
law was passed, Mr. Boutwell, the Secretary of the ‘Ireasury, 
expected to sell the four per cents at par to an extent sufficient 
to exchange for them all the six per cent. bonds then outstand- 
ing. If that expectation could have been fulfilled, if the fours 
had been sold, and the sixes redeemed four or five years ago, the 
country would now be burdened with a much smaller sum of 
annual interest on the public debt. In fact, we should have saved 
in this way some thirty millions a year. How the project of 
Mr. Boutwell was defeated our readers well remember. , Before 
the preliminary arrangements could be completed, the war broke 
out between France and Germany. ‘The European money markets 
were thrown into confusion; and from that time until now there 
has not been a period when the market was fairly open for the 
reception of a Four Per Cent. U. S. Loan at par in gold. The 
subjoined table shows how the aggregate amount of the annual 
investments in Europe has fluctuated before and since the passage 
of our Funding Law in 1870, and how small, comparatively, was 
the total of last year. 


ANNUAL INVESTMENTS IN EuRoPE, 1866—1875. 
In England. Llsewhere. Total. 

1875 £41,100,000 £19,750,000 £60,850.c00 
1874 66,500,000 44,050,000 110,550,0cO 
1873 *58,250,000 42,800,000 101,150,C00 
1873 t aay 33,600,000 33,600,000 
1872 *56,750,000 Sas 56,350,000 oe 113,100,000 
1872 t er 107,000,000 107,000,000 
oe *37,900,000 aan 56,100,000 94,000,000 
1871 t eee 65,000,c00 65,000,000 
1870 34,400,000 Gegd 45,000,000 80,c00,0co 
1869 21,6°.0,000 — 37,900,000 59,500,000 
1868 20,500,000 eons 28,950,000 49,450,000 
1867 20,000,000 Bd 10,250,000 30,85¢,000 

41,250,000 es a 18,450,000 i 59,700,000 

* Miscellancous payments. t French loan payments. 

The chief point of importance to which we desire to call 
attention is the great falling off last year in the activity of the 
new investments. ‘The causes of this decadence must not be mis- 
taken. ‘They have no connection whatever with any diminution of 
the supply of capital. On the contrary, the amount of idle funds 
seeking investment in London is reported to be. very much in 
excess of the demand. In proof of this plethora of capital in the 
great centers of European finance; we may refer to the evidence 
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of every one who has monetary relations with Europe. . The 
Economist of 8th January refers to it in very positive terms. It 
says: “The savings of the country are increasing rapidly,—not 
perhaps so rapidly as in times of very brisk trade and great pro- 
duction, but still very rapidly. And the means of employment for 
this new accumulation are, in comparison, stationary. Our foreign 
trade is not increasing; our investments in foreign loans have 
almost come to an end; new companies and undertakings, whether 
home or foreign, of which at one time we had so many, are now, 
in comparison, very rare. In consequence, the plentifulness of 
money in Lombard Street is greater than almost ever known, and 
no one knows well what to do with it. Nor is this likely to 
change soon. Our foreign trade, though experience shows it will 
increase again gradually before long, will take much time to do 
so. The countries that usually buy of us are, in some cases, 
suffering from premature or ill-advised enterprises of their own, and 
cannot buy so much as usual. The diminution of our foreign 
loans in some degree aggravates this, because we have been lending 
several States the means of buying, more or less, from us, especially 
for railways and other productive works,—and we are not again 
soon likely to do so to the same extent. No doubt the present 
panic, for it almost comes to that, in the foreign loan market, will 
ultimately be excellent for States of real means and real honesty; 
they will be able to borrow on better terms, because they are no 
longer subjected to the competition of others less trustworthy; even 
now there is a great opportunity for a cheap loan for a first-rate 
State if any chanced to be in want of it.” In like manner we 
might cite the evidence of other authorities, if it were necessary. 
But the fact is fully established that so far as the abundant supply 
of idle capital is concerned, the English money market is admirably 
prepared to receive a foreign loan. Whether we have the ability 
to avail ourselves of the favorable opportunity remains to be seen. 

Finally, we must remember that this proposed loan is not a 
new loan, in the strict sense of the term. Properly, speaking, it is 
simply an exchange of securities. Its negotiation consists in the 
two processes of redeeming the old sixes, and replacing them with the 
new fives. So far as the sixes, which it is proposed to redeem, 
were all held in Europe, the transaction would involve the transfer 
of no capital from the Transatlantic money markets to our own. 
But only a part of them are so held. About 71 millions of these 
old sixes are in the National Banks; and perhaps twice as many 
more are in the hands of private investors, trust companies, and 
savings banks. 

All these bonds are now redeemable under the 5 years’ option. 
Their amount is 734 millions, of which at least 500 millions are 
believed to be held in Europe. If this estimate is correct, the 
new funding loan would require the transfer of no capital from 
Europe to this country except for the amount by which the loan 
exceeded 500 millions. It is, perhaps, desirable that the aggregate 
should be fixed at 700 millions of dollars for the first negotiation. 
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Should this loan be successful, of which there is not the slightest 
doubt, the way would be clear for another loan for a different 
purpose. We refer to the project of strengthening the Treasury 
balance, with a view to specie resumption. This scheme has been 
several times referred to in the BANKerR’s Macazine. It is one 
of several methods that have been suggested, with a view to place 
in the Treasury the funds needful for its part of the work of pre- 
paring specie for payments. It is certain that a much larger balance 
of cash must be accumulated than there seems any prospect of 
obtaining otherwise than by a loan. The times are unfavorable 
for increased taxation. The present taxes yield barely enough to 
pay the expenses of the Government. No surplus exists available 
for the purpose suggested. But as such a surplus is indispensable, 
and as it can undoubtedly be obtained by the expedient proposed 
in case of need, this project may hereafter be entertained. If so, 
we shall negotiate a foreign loan to pay off our greenbacks, as we 
are now contemplating a foreign loan with which to pay off our 
six per cent. bonds. 


IS GOLD APPRECIATING? 


A somewhat novel problem is being discussed in regard to 
gold. The London L£conomist declares that gold is appreciating, 


or rising in value, while other authorities hold that, if there be 
any change, it is of a quite opposite character, and that gold is 
tending downward instead of upward in its relative value. The 
Economist seldom advances an opinion without being able to give 
good reasons for it. Although we think our contemporary is wrong 
in this instance, and has formed his induction on too narrow a 
basis of facts, still the arguments by which it is attempted to 
prove the advance or appreciation of gold are well worth consid- 
ering. Before proceeding in their examination, we may remind 
the reader that the advance, or appreciation, in gold, of which we 
speak, has nothing whatever to do with the rise and fall of the gold 
premium in Wall street. The quotations of the Gold Room, as 
they rise and fall day by day, indicate movements in the value, 
not of gold, but of greenbacks when exchanged for gold. Instead, 
therefore, of reporting a rise of gold in Wall street, it would be 
more correct, in a scientific point of view, to say that greenbacks 
had fallen, and vice versé. The appreciation in gold of which we 
speak is a phenomenon of a very different character. If it ever 
should take place, the fact will, simultaneously and with almost 
equal clearness, be observed all over the world. In Australia as 
well as in California, throughout Europe as well as on this conti- 
nent, the rise in gold would attest its presence by unmistakable 
signs, and would be as open to proof as would any ccsmic 
change by which the sun in the heavens should shrink to half its 
present size. 
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It is well known to many of our readers that the Zconomist 
has for years published an annual table of prices in continu- 
ation of the great work of Tooke & Newmarch. In this valua- 
ble compilation our coatemporary has held, contrary to the 
general opinion, that gold since 1848 has not depreciated. As 
our contemporary now declares that gold is appreciating, it would 
seem that he is prepared to prove that gold is relatively higher 
now than in 1840. In a few weeks the report for 1875 wiil be 
published, and we shall then find out whether this view is sus- 
tained or not. It will be interesting on various accounts to exam- 
ine the reasons for and against the opinion under discussion. In 
this country the main importance of this subject lies in its power 
to throw light upon some of the difficulties and dangers which lie 
in the path leading to specie payments. If gold is appreciating, 
as the Economist says it is, then the ascent of our currency sys- 
tem to the goal of resumption will be steeper and more difficult. 
But if gold, as we believe, is rather falling than rising in its gen- 
eral value throughout the commercial world, then the path of 
advance to specie payments will be more level and more easy. 

Two reasons are assigned by those who contend that gold is 
rising or appreciating in value. They point us to the general fall 
of the prices in all commercial countries and in all markets for 
exchangeable commodities. We concede at once that prices in 
many departments of trade and commerce show a notable ten- 
dency to decline. If there were no other obvious cause capable 
of producing this fatal descent in values, it would be quite logical 
to ask us to accept the cause assigned as the effective agent in 
forcing prices down. But if there are other causes more obvious 
in their nature, and perfectly visible to every eye, which are com- 
petent to put prices down, and have been often conspicuous in 
their work of depressing quotations at critical times like the present, 
then it is no longer logical to ask us to accept a doubtful, hypo- 
thetic cause, and to reject the more plain and simple interpretation 
of the facts. Now, nothing is better known than that every 
period of speculation, such as has prevailed for several years past 
in the chief commercial countries cf Christendom, tends to pro- 
duce a reaction, a depression of activity, and a decline of values. 
Moreover, as the speculation of the past ten years has been more 
vehement than any like movement of former years, so it is nat- 
ural to expect that the recoil will be more violent, and the reac- 
tion more severe. Let these two principles be applied to the 
facts in the present case, and we think that they will abundantly 
explain and account for the present and prospective changes of 
values. At any rate, until this process is completed, and certain 
facts are brought clearly into view which cannot be accounted for 
on the two principles we have cited, it is in vain to pretend to 
account for these facts by a hypothetical appreciation of gold, 
which itself has not been demonstrated, and probably cannot be. 

But this is only cne of the reasons assigned by the Zconomist 
as proof of the alleged appreciation of gold. Another argument 
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is founded on the increased use of gold for coinage, and the 
supposed falling off in the supply from the mines. As to the 
former of these points, it is too early to express any positive 
opinion. No facts exist on which we can rest any estimate 
worthy to rise above the sphere of conjecture in reference to the 
amount of gold coin which will be permanently kept in use in 
Europe for the next ten years. France has been made familiar with 
a paper currency which, when redeemable, as it soon will be, in 
gold coin, bids fair to retain a permanent place in the channels 
of the monetary circulation. The gold in the Bank of France on 
the 30th December last amounted to 1,675 millions of francs. When 
specie payments are resumed, no more than one-half of this 
reserve of coin will be needful, and the rest, amounting to 
$ 167,000,000, would be set afloat in the gold markets of the 
world. Turning next to Germany, we find a state of things very 
different from what has been supposed. In Prussia and other 
parts of the Empire where the most activity prevails, the people 
have been habituated to the use of notes instead of.coin. Why 
should they not continue to prefer notes hereafter? We shall be 
surprised if the redeemable notes of the banks and the reichskas- 
senstheiner, or imperial greenbacks, do not begin, within a year or 
two, to play a more important part than has been expected in the 
solution of the monetary problems of the German Empire. If 
this anticipation should prove true, we may dismiss the other 
argument of the Economist, which assumes that the supply of gold 
is on the decline. Still, even here we are not sure but that Prov- 
idence intends to increase rather than to diminish the annual vield 
of the gold mines of the world. In Australia there may, perhaps, be 
a diminution of the annual production, as well as in some other 
countries. But, on the other hand, in Russia we find a notable 
increase. The same is also true in the United States, as we are 
reminded by the annual report of the production of gold and sil- 
ver for 1875. This report has been prepared by Mr. Valentine, 
of Wells, Fargo & Co., of San Francisco. It shows that our gold 
mines last year produced 26 millions of bullion, while the silver 
mines produced 54 millions. The whole product of gold and sil- 
ver is reported at 80 millions, against 74 millions last year, and 
72 millions in 1873. The details are as follows: 


YIELD OF GOLD AND SILVER MINES, 1874 AND 1875. 


States Gold Gold bullion Silver Ores and 
and bullion. &c., &c.. by other bullion base bullion 1875. 1874. 
Territories. by express. conveyances. lyexpress. by freight. Total. Total. 


California. ...$14,242,010 .$ 1,484,201 . $387,768 . $1,039,172 .$17,753.151 . $20,300,532 
196,858 . 19,685 . 35,283,193 . + 40,478 369. 35.452.233 

Y 759-133 - 425.913 . ‘ + 41,165,946 . cog 070 
Washington.. 74,517 « 7415 « A . 81,932. 155,525 
dah 1.163,068 . 16,3 ° . - 1 554,902 . 1,880,704 
2,235,609 . : 88, . ; + 3:£73,009 . 3.439 498 

43,686 . ‘ 764,041 . J 2 + § 687,404 . 5,911,278 

Arizona. .... 23.500 . ; Bales 35 3 109 Oy3 26,066 
Colorado. 2,627,444 . + 2,619,266 + 6,299,217 . 4,191,405 
Mexico...... C8117. - 4,716,184 . 37 + 2,408,671 . 793,878 
British Col... 1,615.412 . 161,541 . * + 1,776,953 - 1,636 557 


$22,649,984 - $2,699,492 .$ 41,080,287 .$13,459,274 -$ 80,829,037 .$ 74,401,055 
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In confirmation of our views as to the production of the 
precious metais in this country in the future, we might quote, if 
it were needful, the testimony of the best authorities on the Pacific 
Coast. Thus the Aa California, in its mining review for the 
year past, says that the year 1875, which opened so promising 
for a successful and prosperous season, may be said to have 
carried out its promises, particularly in respect to the rich 
developments of the Comstock lode. It is sufficient to say 
that at no time has this mine exhibited so flattering a future, 
and if no unlooked-for disaster visits her in 1876, her immense 
yield during that period will win for her the proud title of 
the “Silver Granary of the World.” The other mining dis- 
tricts, with but few exceptions, show little improvement. The 
total yield of Nevada, California and Idaho and Utah aggregates 
over $65,000,000, and the taxes levied by the mines which called 
for assistance amount to $11,944,000. But if many called for help, 
a few of their neighbors were in such positions as to reward 
their stockholders, and the aggregate amount of dividends dis- 
bursed foot up $13,376,100, exceeding the assessments by nearly 
$2,000,000. The following will show the comparisons: Production, 

65,473,912; dividends, $ 13,376,100; assessments, $11,944,000. 

When the tables of the conomist are published we shall 
probably find it useful to resume this subject. Meanwhile we 
may rest assured that a much larger amount of evidence than 
is apparent as yet will be required, to shake the demonstrated 


truth that gold since 1848 has slowly and gradually tended to - 
depreciate, and that the causes which have produced this slow 
movement have by no means spent all their force. So far as the 
facts on this subject can be relied on they are reassuring. 
They show us that no apprehension need to prevail that any 
appreciation of gold is likely to embarrass us in our endeavors 
to restore in this country the specie standard of values. 


oo 


SHOULD BANK DEPOSITS BEAR INTEREST? 


Several new movements from which we may deduce lessons 
of practical value have been agitating the banking community in 
London since the heavy losses by the Aberdare failures last year. 
Among the changes which are proposed, one of the most important 
is the lowering of the rate of interest on deposits. For more 
than a quarter of a century the joint-stock banks of London have 
been paying heavy rates of interest to their depositors, and the 
burdens thus imposed upon the banks have now become so em- 
barrassing that an effort to diminish them is absolutely needful to 
the continued prosperity and success of the banking business in 
the British metropolis. The progress of this reform will be 
watched with the more interest in this country as the policy of 
allowing interest on deposits has for many years been vehemently 





1876. ] INTEREST ON DEPOSITS. - 597 


discussed by the Clearing-House Banks of New York. The last 
occasion on which the public attention was conspicuously claimed 
by this dispute was during the panic of 1873. ‘The Clearing- 
House at that time appointed a committee to report upon the 
reforms in banking which were required to prevent similar panics 
in the future. The report was elaborate and complete. It was 
signed by nine of our leading bank officers, and it naturally at- 
tracted a large amount of popular notice. The very first reform 
which this report suggested was the prohibition of the custom of 
paying interest on bank deposits. It was stated that one-half of 
the banks in the New York Clearing-House had always refused 
to pay interest on deposits. This was urged as a reason why the 
other banks should adopt the same policy. Secondly, it was . 
argued that bank deposits are of such a nature that they ought 
not to bear interest. ‘They are, said the committee, “the current 
capital of the nation passing into and out of active industry and 
commerce.” These balances are in their very nature a floating 
fund, a special reserve, held by their owners free from permanent 
investment, and under immediate command. ‘They constitute a 
portion of the current wealth of the community which is not yet 
ready to be consolidated into fixed capital or immovable forms. 
The banks as custodians of such funds are bound by their trust 
to preserve these deposits in their integrity, and to apply them 
only in such ways as will prevent them from falling into inac- 
tivity. Moreover, the banks are also bound to hold such a pro- 
portion of ready cash in hand as long experience has proved to 
be necessary, to meet immediate demands in every probable 
emergency. From these premises the committee affirmed that a 
bank, or banker, who faithfully meets all these obligations, renders 
a full equivalent for any benefits which can be honorably derived 
from the custody of ordinary deposits, and that any further pay- 
ment in the way of interest on deposits is improper, inequitable, 
and contrary to sound principles. 

The third point insisted upon was equally practical. The com- 
mittee declared that a bank which allowed interest to its de- 
positors could not carry on its business without violating some of the 
conditions indispensable to the public safety. It would be tempted 
by irresistible motives to let its reserves run down below the ‘evel 
of safety, and even of solvency. But it would be further impelled 
in various ways to use in perilous and bad business the deposits 
for which it paid so dear. In proof of these positions two events 
were cited. First, the panic of 1857, which was started by causes 
that would have been almost powerless if the banks had been 
sound. But the banks were notoriously unsound, and they had 
become so in consequence partly of this very custom of paying 
interest on deposits. Hence this custom was unanimously con- 
demned by the Clearing-House Banks in 1857, and their report 
is conclusive proof on this subject. The other event to which 
the committee point is the panic of 1873. When that event 
occurred, 12 banks of the 60 in the Clearing-House held deposits 
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amounting to roo millions, or about half of the entire bank 
deposits of this city. These 12 banks, during the run pre- 
cipitated by the panic, lost 59 millions of their deposits, 
while the other 48 banks lost no more than 30 millions 
altogether. By this drain the legal-tender reserve of the 
Clearing-House Banks was reduced from 34 millions on the 
2oth September, 1873, to its lowest minimum cf $5,800,000 on 
the 14th of October following. Thus, during an interval of three 
weeks, no less than 28 millions of their cash reserve was paid out 
by the New York banks. By what means the 12 banks were en- 
abled to avoid failure we have not space now to ex;lain. In the 
history of banking and of panics in this country no such drain of 
ready money had ever occurred before. It became evident that 
new causes of danger were at work in our financial system, and 
that their force and magnitude in future panics would create a 
necessity for new safeguards to protect the public interests, and to 
guarantee the solvency of the banking system. Among these new 
safeguards which are required to stem the tide of danger, and to 
deal with the panics of the future, the committee proposed that 
the Clearing-House Banks should unanimously refuse to allow 
interest on deposits. 

Other arguments of a similar character were urged in the 
report, which is one of the most useful documents issued by the 
Clearing-House Association. It was laid upon the table, where it 
still remains, awaiting future action. Meanwhile this needful action 
on the part of the Clearing-House was delayed for the purpose of 
affording an opportunity for fuller discussion. On all sides it was 
acknowledged that the reasons against the payment of interest had 
been well presented by the committee. As equity demanded that 
the other side should have a hearing, a second committee was 
chosen for this purpose. They seem, however, to have been very 
dilatory in the discharge of their duties, for we believe their report 
has not yet been presented to the Clearing-House. At any rate 
no account of it has yet reached the public. For several reasons the 
present time seems a proper one for the revival of this discussion. 
Several of our interest-paying banks, for reasons like those 
operating in London, have been compelled to refuse to pay 
interest on deposits as formerly. Moreover, there are indications 
that the practical difficulties in the .way of paying interest on 
deposits are increasing, and that these and other circumstances 
are favorable to a conservative change. Finally, our banking 
system cannot fail to be exposed to severe pressure during the 
movement toward specie payments. If any changes can be 
wisely made in regard to the payment or the refusal of in- 
terest on bank deposits, and if these changes will really promote 
the public interest, and the strength of the banking system, the 
sooner the reforms are discussed and decided upon the better. 
Whether it is practical or judicious to stop the payment of 
interest on deposits altogether, is a question which is as much 
disputed in Europe as here. 
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We have frequently discussed the losses of cayital which are 
caused every year by mercantile failures. ‘The subject, however, is 
by no means exhausted. ‘There are several points in the legal 
and financial arrangements about failures which merit more aiten- 
tion than they have received either here or abroad. For example, 
there is the question: How can these disasters be prevented in the 
large class of cases in which they are brought on by causes 
beyond the reach of the insolvent? Then another practical ques- 
sion is: How can we best avert and punish such failures as are 
fraudulent? Other questions point to the interests of society, and 
ask: How can we collect accurate statistics of the number of 
insolvents, their liabilities, dividends, and losses; and how can we 
best prcetect the capital and the other interests of the community 
against the evil results of such failures as do occur? ‘The 
development and extent of mercantile failures, as we see them, 
are almost wholly the growth of the present century. In 
former ages of commercial history these catastrophes were of 
comparatively rare occurrence. ‘Their magnitude and frequency of 
late years have received a rapid increase; and every consideration 
of prudence prompts us to do our best to devise a successful solu- 
tion of the problems of prevention and cure. Some suggestions 
for this purpose may be found in the circular just published by 
Dun, Barlow & Co., of the failures of 1875. From this report it 
appears that in the United States the number of insolvents last 
year, though not so large as had been anticipated, was greater 
than usual, while the amount of the liabilities for each failure was 
less than the average. ‘The subjoined talle shows the total num- 
ber of failures, in the various sections of the country, for the last 
three years: 

COMPARISON OF THREE YEARS’ FAILURES. 


_ 1875. _——_~ - 1874. “ —-——-1873. ——_—+ 


No. of No. g 0. of 
Failures. Liabrlities. Failures. Litaéilities. Failures. Liabilities. 
N. Engl’d States 1,335 -$40,015.164 . 790 -$15.845,000 - 599 - $29,550,000 
Middle States.. 2,395 - 82,522 346 . 2,035 - 82,081,000 . 1,914 . 140,946,000 
Western States. 2.336 - 36473.864 - 1.744 -~ 33,073,CCO . 1,619 . 36,c40,cco 
Southern States. 1,333 - 36,277:777 - 1,126 - 20,690,000 . 917. 19,685,000 


To illustrate the distribution of the losses by insolvency, the 
subjoined table has been prepared, comparing the failures in New 
York with those of the rest of the country: 


AGGREGATE FAILURES AND AVERAGE LIABILITIES. 
—_— -1875.——_— ~- 874. [a 2 —_—_—_—, 
-_ _ 75 No.of 1874, =“ No oF 1273 
Failures. Liabilities. Failures. Liabilities. Failures. Liabilities. 
United States... 7,740 - $25,960 . 5,830 - $26,627 . 5,183 . $44,085 
New York City... 951 - 51,769 - 645 -~ 50,510 - 644 . 143,843 
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Since the panic and the passage of the Resumption law of 
1875, the practical value of the statistics of failures has led to 
their publication quarterly instead of annually, as heretofore. In 
our November issue, page 338, we gave the aggregates for the 
first three quarters of this year. We now continue this table to 
the end of the year, comparing the totals with those of 1874: 


FAILURES IN EACH STATE, 1874 AND 1875. 


Fourth quarter in 1875. —Total for 1875.— ——Total for 1874.—~ 
No. of Amountof No.of Amountof No of A mount of 
Failures, Liabilities. Failures. Liabilities. Failures. Liabilities. 
Miehema.....<2.<. 20 . $575,100 42 . $1,118,100 . 48 . $963,000 
Arkansas aa... 170,300 31 391,300 . 22 406,000 
California 72 2,156,000 237 5,231,118 . 68 2,571,000 
Colorado 355,949 70 918,351 - 
Connecticut....... 50 483,357 19g! 2,851,926 . 151 . 2,286,000 
Delaware «20.2... 105,000 21 259,500 27 578,000 
Dist’t of Columbia. 25,000. 18 164,924 18 256,000 
Florida 21,000 16 262,800 . 14 293,000 
Georgia 1,810,034 156 . 6,128,464 118 1,845,000 
Idaho Territory ... miata I 3,000 
eee 8,218,470 
Indiana 4,804,052 
MOND 6 ccacicwon case 1,610,305 
286,000 83 829,400 
1,087,458 148 3,669,758 
2,235,200 . 58. 2,937,084 
633,500 . 130 1,537,500 
743,024 108 . 10,067,690 
11,866,622 . 772 ~ 27,494,943 416 . 10,600,c00 
1,633,066 283 4,123,718 286 . 4,477,0Cc0 
440,206 140 1,803,406 . 60. 1,029,000 
100,100 45 913,565 66 1,555,000 
Missouri 1,023,000 . 189 3,748,793 175 3,001,000 
Montana Territory. 57,000 6 92,000 ae 
Nebraska. .......- 21,000 32 197,400 42 
Nevada 600,000 45 - 1,011,700 ar 
New Hampshire... 16 185,500 . 73 1,076,400 32 266,000 
New Jersey 936,382 - 134 - 2,830,485 146 . 3,854,000 
New York........ 230 39445,965 706 . 11,920,822 573 - 10,295,000 
New York City.... 405 - 17,567,317 - 951 - 49,263,667 . 645 . 32,580,000 
North Carolina.... 12 257,000 56 928,429. 50. 542,000 
i 3,308,948 . 389 - 7,993,282 . 343 5 
3 9,000 18 ato.aq5 . ... 
Pennsylvania 5,227,989 583 - 18,247,872 . 644 . 34,774,000 
Rhode Island 5,286,101 100 6,281,695 71 1,250,000 
South Carolina... . 226,530 - 131 2,781,048 61 1,531,000 
Tennessee ........ 3 « £36. B,82uja90.. 94 1,585,000 
Territories a . 67 969,000 
Texas 250 - 2,495,849 142 2,201,000 
Utah Territory... . 196,000 8 249,500 ee 
Vermont - 300200. 63 772,700 36 
Virginia & W. Va.. - 1,815,937 - 138 - 2,296,307 III 1,514,000 
Washington Ter... - mate <a... 
Wisconsin ........ 47 - 3 245 - 2,130,346 101 2,575,000 


2,405 $70,888,850 . 7,740 $201,060,352 . 5,830 $155,239,0c0 


332 
167 
144 


2,204,500 . 409 
1,150,040 . 332 


2,397,000 
595,500 - 183 


2,034,000 
904 988,000 
167 1,879,000 
99 4,429,000 
84 1,063,000 
110 1,691,000 


Kentucky 
LGUIMENARs . 222.2 


8 £8 ies & Ee Se 2 eS 
Pe Oa 6 a ae eee 


Massachusetts 
Michigan 
Minnesota .......- 
Mississippi 


DominionofCanada 401 . $6,972,067 . 1,970 $28,883,611 . ... . 


From these figures it appears that out of an aggregate of 
680,072 traders, who are reported as doing business in the United 
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States, 7,740 have failed during the past year. On the increase 
of failures Messrs. Dun, Barlow & Co. offer some suggestions. 
They say: “Some interesting conclusions may be drawn from the 
amount of liabilities to be charged to profit and loss, and from 
the effect of the losses upon those firms that remain solvent. The 
liabilities of the 7,740 traders who failed in 1875 are in round 
numbers 200 millions of dollars. From this amount should be 
deducted ten per cent. for the advance on the original cost of the 
goods sold to these parties, leaving an apparent lock-up of 180 
millions. Estimating the average yield of failed estates to be 33% 
per cent., and under the operations of the new Bankrupt Law it 
will fall far short of that, the actual loss to capital account by the 
failures of the year will stand at about 120 millions of dollars. 
This amount is equivalent to the value of one-half of the cotton 
crop, and is more by 30 per cent. than the entire yield of all the 
gold and silver mines of the country. It is a serious loss that 
individuals have to bear, to be deducted from the profits of busi- 
ness or to trench upon accumulations of previous years. This 120 
millions of loss represents a profit at ten per cent. on ‘1,200 mill- 
ions of dollars of business; in other words, that amount of busi- 
ness of the country during the year has been done for nothing, 
the profits being absorbed by losses. This loss of 120 millions of 
dollars is diffused among so many centers of trade, and has been 
so equally divided between individual concerns, that it is safe to 
infer that by this cause, and the decline in values, a more decisive 
shrinkage must have been produced than in any year since the 
panic. Although there has been a large increase in the number 
of business casualties as compared with previous years, the pres- 
sure has not as yet been specially disastrous in any distinctive line 
of trade, while, as compared with the number of parties engaged 
in business, the proportion of failures does not seem excessive if 
we bear in mind the long continued depression. It is true that 
the failures show a higher percentage than usual; but we question 
very much if it is higher than in other countries. We believe that 
if the statistics of the failures in Great Britain or Germany were 
accessible for the past year, the number of failures in the United 
States would be found not proportionately excessive. We are 
entitled to whatever comfort this reflection may bring to us, 
especially to meet the frequent allegation that our mercantile mis- 
fortunes are the result of a monetary system differing from that 
of the rest of the world. The figures in the above tables from 
California, where business is done on a gold basis, indicate that 
one trader in every forty-two has failed; and while in Canada, 
with a low tariff, a most admirable banking system on a gold 
foundation, and a light taxation, the number of failures have been 
one in every twenty-eight, the failures in the United States are 
but one in every eighty-two.” 

As to the activity caused by the exportation of breadstuffs and 
other products of the West and South, the circular says: ‘“ While 
depression, lack of profit, and want of confidence prevail in many 


39 
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quarters, especially in the Eastern section of the country, there 
has been considerable activity, a large absorption of goods, and 
increased purchasing and debt-paying power in the West and 
portions of the South. The amount of money realized by pro- 
ducers since the 1st of August in all these latter sections, for 
cotton, tobacco, grain and pork, etc., is estimated at over 
$ 250,000,00o—a sum equivalent to two-thirds of the entire issues 
of all the National Banks of the country. The circulation of so 
large an amount of currency in these locations has rendered 
fairly active the jobbing and retail trades in many quarters. 
Stocks of merchandise have thus been moved, and manufacturers 
of staples have been kept partially, if not fully, employed. This 
favorable feature in the general retrospect is undoubted, and is 
likely to be still further augmented, for, though the deliveries of 
agricultural products have been liberal, yet there remains to be 
realized fully two-thirds of the wealth garnered during the summer 
and autumn. Aside, however, from the sectional improvement 
thus noticed, the general results of the year have not been satis- 
factory. The number of those actively engaged in trade who 
have added to their surplus are exceptionally few; those who 
have held their own are not numerous, while a larger number 
than both of these combined would have to admit a shrinkage, if 
their assets were valued at realizable figures. There is, however, 
one consideration which has been very apparent in the year just 
closed, and from which some comfort may be derived—namely, 
that the active surplus or capital employed in the mercantile 
trade of the country has been shown to be in larger proportion 
to the extent of business done, and to the amount of existing 
liabilities, than at any time in our previous history It is, we 
believe, in excess of that of any other country in the world having 
a proportionate extent of internal trade. That this is the case is 
made obvious by the absence of anything like general disaster 
among the traders in numerous branches, notwithstanding they 
have suffered intensely for so Ipng a time from the depression. It 
is true that the failures of the year are numerous, but they have 
been confined to no distinctive trades; they bear a very small 
proportion to the number in each branch of business; and, above 
all, in many cases some circumstances are noticeable, involving 
departure from legitimate business principles, which, sooner or later, 
would result in ruin, even in the best of times. Failures from in- 
dividual indiscretions in business, and fraudulent attempts to make 
money by compromising with creditors when legitimate business is 
dull, should not be regarded as indications of a want of capital 
in trade generally, nor a lack of ability to stand the pressure of 
the times.” 

These are the principal features of the report, which we have 
somewhat abridged to bring them within our space. We have 
given a fuller account of the facts here, because they are so 
instructive and so full of suggestion as to the duty of the com- 
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munity in regard to this much-neglected subject. Nothing is more 
certain than that mercantile failures, though a very destructive 
National evil, are not wholly preventable. No less than 200 mill- 
ions of capital were involved last year in these failures. No less 
than 7,740 insolvents were the sufferers, and a large body of 
creditors were heavy losers. As it is certain that these failures are 
calamities which can to some extent be warded off and avoided, 
it is clearly the interest and the duty of good citizens and 
thoughtful men to do something to solve the problems here 
offered to view. If only one-fourth of the above failures had been 
prevented, the country would have retained the active use of 50 
millions of capital which has been locked up. We should have 
had nearly 2,000 more solvent firms at work to increase the pro- 
ductive wealth of the country, and a large body of creditors who 
have been crippled by the inability to collect their debts would 
have been freed from this fruitful source of embarrassment. 

In regard to the publication of the statistics of failures, much 
remains to be done. ‘The foregoing tables, both accurate and full as 
they are generally believed to be, give us very imperfect information 
as to several points of the first importance. For example, the total 
dividends of the insolvent estates are never reported, nor the num- 
ber of insolvents who have failed before, nor of those who have 
resumed business for themselves. Again, with respect to the causes 
of failure, we are left almost wholly to conjecture. We offer this 
criticism for the purpose of aiding and stimulating the preparation 
of Governmental reports. The value of the tables of Messrs. Dun 
& Co. is very great, as far as they go; but they do not go far 
enough. Their purpose is not to give abstract information of 
statistics, but to supply the public with business facts, and this 
purpose they admirably fulfill. With regard to the regent failures 
mm England last year, we have, as yet, no report in detail. A 
correspondent of the London Zimes has given some account of the 
principal mercantile failures in Great Britain during 1875, which 
he reports as amounting in number to 1,707. He adds that “ This 
number is equivalent to about 3 per cent. of the total number of 
firms, and the total liabilities involved may be stated at about 30 
millions sterling.” The TZimes, comparing the exhibit with its 
memories of the commercial crisis of 1847-8, says: “All things 
considered, there is neither such universal ruin, nor such concen- 
trated ruin, nor yet such utter ruin as that of the former period, 
when it seemed as if for a time every commercial house was on 
the totter, when everybody seemed to be threatened, and when 
England was the chief sufferer, because the chief delinquent. Yet 
the present list will surprise all who have not had a worse experi- 
ence, and will often startle those who measure these things by 
their preconceived ideas.” The Zimes points out the fact that the 
list does not measure the losses by foreign loans and defaulting 
States. We may add that it is no doubt further imperfect, as being 
confined to merchants and larger traders and manufacturers, while 
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the American statistics are much less limited, and include all our 
business firms, great and small. Thus, in Great Britain, 1,707 
insolvencies were 3 per cent, of all the firms reported, while in 
the United States 7,740 insdlvencies were but 1°1 per cent. of the 
firms reported. In other words, the English firms reported were 
56,843, and the American firms reported were 680,072, while the 
English insolvencies were relatively almost three times as numerous 
as those of Great Britain. 


oT 


RAILROAD PROGRESS AND ITS PROSPECTS. 


Since the great railroad panic of 1873 two principles have: 
governed the construction of new railroads in this country. We 
have built short lines instead of long ones, and have thus sup- 
plied missing links in trunk lines, or created local roads where 
the traffic is assured beforehand. Formerly, with the most reck- 
less prodigality, we extended long and costly lines of railroad 
through districts in which the traffic had to be created, and was 
expected to grow up during the lapse of many years. The 
second principle of our present railroad construction is that the 
funds expended are not derived wholly from bonds or other credit 
documents, for the simple reason that it has been impossible in 
this way to raise the sums needful for any reckless extension of 
railroads. The operation of these conservative principles is seen 
in the report of our railway system just prepared by the Railroad 
Gazette. The number of miles added last year to our railroad 
net-work is reported at 1,483, the average length of each new 
line being only 17 miles. In 1874, 2,025 miles of new railroad 
were built, and in 1873 3,883 miles. In 1872, the year before 
the panic, the new railroads amounted to 7,340 miles, or more 
than fivefold the aggregate of last year. As another illustration 
of the principles referred to, we may state that in the South the 
progress of railroad construction has been almost arrested, and in 
the North-west it has declined go per cent. since the great ex- 
citement of 1872. But if we turn to the States whose wealth and 
productive power are most active, we see a corresponding activity 
in the railroad system. Thus, in New England, the new railroad 
aggregate is but little below that of last year. California and 
Illinois have each built more than 170 miles, while New York has 
built 200 miles, which is a larger addition of new railroad than 
that of any other State in 1875. Comparing the various States, 
we find in the first rank Illinois, with a mileage of 6,931; next 
comes Pennsylvania, with 5,805 miles; New York ranks third, 
with 5,450 miles, and Ohio fourth, with 4,405 miles. In these four 
States, whose united population is 14 millions, and their area 
188,374 square miles, there are in operation 22,591 miles of 
railroad, or nearly 40 per cent. more than is comprised in the 
whole railroad system of Great Britain and Ireland. To illustrate 





1876. ] 


RAILROAD PROGRESS AND ITS PROSPECTS. 


605 


the chief facts of our railroad progress, we have compiled the 


following table: 


RAILROAD PROGRESS IN THE UNITED STATES, 1865-1875. 


Mileage. 
New England States. . 
Middle States.... 


soe 34,F0Z 


SUMMARY OF THE AGGREGATE MILEAGE. 


1874. 


59599 
14,291 


1875. 
5,621 


Western States... se 35.513 - 34,882 


Southern States 
Pacific States 


15,602 
2,339 


72,623 


DETAILS OF EACH STATE. 


957 
918 


Massachusetts. .. 
Rhode Island 
Connecticut 


New England States. 


New York 

New Jersey 
Pennsylvania. 
Delaware 

Maryland and D. C.... 
West Virginia 


5,621 


14,703 


4,495 
35392 
000 


778 
1,786 
173 
897 


5»5°9 


5,250 
1,438 
5,687 

280 


1,000 
576 


14,291 
4,398 


3,361 
3,890 


Tilinois 
Wisconsin 


Dacotah. . 


Indian Territory 


Western States...... 


Virginia 

North Carolina 
South Carolina 
Georgia 
Florida. . . 


Tennessee............ 


Southern States 


California........ ican 
gon... 

Nevada 

Washington Territory. 


Pacific States........ 


6,759 
2,428 
11,9990 
3.765 
2,150 
1,107 
2,880 
459 
459 
275 
682 


279 
34,282 


1,638 
1,315 
1,320 
2.260 

484 
1,722 
1,018 

539 
1,€50 
1,326 
1,630 

700 


4 
6,931 


55,513 


1,630 
738 


15,726 


1,503 1,328 
251 . 251 
714. 650 
IIo IIo 


15,602 


2,578 + 2,339 


1873. 
59314 
14,019 
33,804 
15.353 
2,193 


70,683 


905 
877 
72t 
. 1,755 
15G 
897 


55314 


5,165 
1,418 
5,550 
264 
1,046 
576 


14,019 
4,258 
3,309 
3,714 
6,589 
2,203 
1,950 
3,728 
2,100 
1,107 
2,858 

459 
372 
275 
C03 
279 


+ 33,804 


1,573 
1,265 
1,320 
2,260 
466 
1,722 
990 
539 
1,578 
1,320 
1,620 
700 


15,353 


1,208 
251 
629 
105 


2,193 


1872. 


5,053 
135499 
32,112 
14,112 

1,959 


66,735 


871 
810 


1871. 
4,898 
12,380 


28,269 
13,246 
1,765 


60,568 


871 
79° 


710 
1,658 
136 
868 


5,053 
4925 
1,378 
51369 

254 
1,012 

561 


13,499 
4,108 


2,976 
3,649 


6,301 
1,878 
1,906 
3,643 
2,063 
1,051 
2,673 
459 
349 
234 
483 
279 


32,112 


1,537 
1,250 
1,290 
2,160 
466 
1,628 
9ge 
539 
1,078 
1,266 
1,520 
45° 


14,112 
1,042 
241 
611 
65 


1,959 


g2 
28,328 


1,490 
1,190 
1,201 
2,108 
466 
1,496 
990 
539 
865 
1,123 
1,520 
258 


13,440 
1,013 
159 


593 
25 


1,790 


1870. 


41494 
10,991 
23,540 
12,196 

1,677 


52,898 


786 
736 
614 
1,480 
136 
742 


45494 


3,928 
1,125 
4,656 

224 


23,540 


1,486 
1,178 
1,139 
1,845 
446 
1,157 
99° 
479 
qu 
1,017 
1,492 
256 


12,196 


925 
159 
593 


1,677 


186s. 


3,834 
8,539 
12,847 
9,632 
233 


35,085 


521 
667 
587 
1,297 
125 
637 


3,834 


002 
sete 
3,728 

134 

446 

365 


8,539 


3.331 
941 
2,217 
35157 
1,010 
213 
891 
40 
122 
925 


19 


. 233 


It may be interesting to compare the foregoing figures with 
those of the report of the British railways, which has just been 
By law this 


published for the year ending 1st January, 1875. 
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report has to be prepared by the Board of Trade. It is very 
minute and valuable, and is less tardy than formerly in making 
its annual appearance. It states the aggregate of the British 
railroads 31 December, 1874, at 16,449 miles, of which 
8,749 miles were laid with two or more lines, and. 7,700. 
miles with single lines of rails. This mileage was dis- 
tributed as follows: in England, 11,622 miles; in Scotland, 
2,700 miles; in Ireland, 2,127 miles.: In 1874 there was an 
increase of 367 miles, from 16,082 miles to 16,449 miles, or at 
the rate of 2°28 per cent. This increase was made up as follows: 
from 11,369 miles to 11,622 miles, or 2°23 per cent., in England; 
from 2,612 miles to 2,700 miles, or 3°37 per cent., in Scotland; 
and from 2,101 miles to 2,127 miles, or 1°24 per cent., in Ire- 
land. The railway system is reported as far from complete in 
both of these countries. The aggregate length of railways 
authorized by Parliament during the years 1870, 1871, 1872, 1873, 
and 1874, amounts to more than 2,200 miles. The total capital 
raised by shares and loans amounted, on the 31st of December, 
1871, to £ 552,661,551; on the 31st of December, 1872, to 
4 569,047,346; on the 31st of December, 1873, to £ 588,320,308; 
on the 31st of December, 1874, to £ 609,895,931,—showing an 
increase of £ 21,575,623 raised during 1874. The average expen- 
diture per mile of railway open, which was ¥£ 34,099 at the end 
of 1858, had increased to £ 34,106 at the end of 1870, to 
4 35,944 at the end of 1871, to £ 35,984 at the end of 1872, 
to £ 36,574 at the end of 1873, and still further, to £ 37,078 at 
the end of 1874. 

To American readers one of the most interesting features of 
the report is that showing the returns paid by the English ,rail- 
roads to investors. It is reported that the average rate of interest 
paid on the common stock of the railway companies in 1874 was 
4°49 per cent., against 4°99 per cent. for 1873, 5°14 per cent. for 
1872, and 5°07 per cent. for 1871, showing a decrease for 1874 
of ‘5 per cent. below 1873, *65 per cent. below 1872, and ‘58 per 
cent. below 1871; while on guaranteed and preferential shares, 
and on the bonded debt, the average interest paid was 4°41 per 
cent. for 1874, against 4°39 per cent. for each of the years 1873 
and 1872, 4’42 per cent. for 1871, and 4°48 for 1870. Of the 
ordinary share capital, amounting to over £ 248,500,000, more 
than £ 43,500,000, as above stated, or 6 millions sterling more 
than in the previous year, received no dividend at all. Of the 
remaining 205 millions sterling, in round numbers—6 millions 
received dividends of less than 1 per cent.; 10 millions received 
dividends of from 1 to a fraction under 2 per cent.; 8 millions 
from 2 to a fraction under 3 per cent.; 17 millions from 3 to a 
fraction under 4 per cent.; 35 millions from 4 to a fraction under 
5 per cent.; 24 millions from 5 to a fraction under 6 per cent.; 
77 millions from 6 to a fraction under 7 per cent.; 4 millions 
from 7 to a fraction under 8 per cent.; 18 millions from 8 to a 
fraction under g per cent.; 1 million from g to a fraction under 
1o per cent.; 5 millions from 11 to 13 per cent. Included in 
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these aggregates is a large amount of capital of lines under lease, 
or of capital which enjoys a guarantee of fixed rates of interest. 
Although this amount was subscribed, and has been reported as 
ordinary stock of companies whose lines are thus leased, it might, 
perhaps, more properly be considered as guaranteed capital of the 
leasing companies. ‘The rates of interest on this amount are 
not, however, generally high, excepting in one case, in which 
nearly £ 2,500,000 received 1134 per cent. of interest. Of the 
4 43,500,000 of ordinary share capital on which no dividend was 
paid, 38 millions sterling belonged to English companies, 2%4 
millions to Scotch companies, and 2 millions to Irish companies. 

The next point of importance is the ratio of the operating 
expenses to the earnings. The gross receipts for the year 1874 
amounted to £56,899,498 on 16,449 miles, against £55,675,421 on 
16,082 miles for 1873, against £51,304,114 on 15,814 miles for 
1872, and against £ 47,107,558 on 15,376 miles for 1871; while the 
working expenses were £ 31,647,517 for 1874, against £30,060,112 
for 1873, against £ 25,652,753 for 1872, and against £ 22,632,046 
for 1871. The proportion of working expenses to gross receipts was, 
therefore, 55°6 per cent for 1874, against 54°o per cent. for 1873, 
against 50’o per cent. for 1872, and against 48-4 per cent. for 1871; 
and the percentage of net receipts to total capital decreased, as 
already explained, from 4°43 for r871, and 4°51 for 1872, to 4°35 for 
1873, and to 4'14 for 1874. The total receipts per mile open, 
which increased from £2,786 in 1870 to £3,064 in 1871, to 
4£3:244 in 1872, and to £3,462 in 1873, amounted to £3,459 in 
1874. The total expenditure per open mile for the United Kingdom 
was £1,357 in 1870, £1,471 in 1871, £1,622 in 1872, £1,866 
in 1873, and £1,924 in 1874. In England it was £2,294 in 
1874, against £2,215 in 1873. 

Finally, we learn from the report before us that an aggregate 
sum of £609,895,931 had been expended on 16,449 miles of rail- 
way, of which 8,749 miles were laid with two or more lines of 
rails, and 7,700 miles were single lines, at a cost of about 
£37,000 a mile. There were 11,935 locomotive engines, or about 
one to every mile and a half; and 379,899 cars, or about 23 per 
mile, besides great numbers of trucks, of which there is no means 
of forming an estimate, belonging to traders and companies other 
than railway companies. By the running of trains over 200,484,263 
miles £56,899,498 were received during the year, of which 
431,647,517 were expended in working and maintenance, and 
4£,25,251,981 remained as net profit, so that 56 per cent. of the 
gross receipts were expended in earning them. The average rate 
of dividend on ordinary capital was 4°49 per cent., and on the 
total capital 4°45 per cent., including £51,656,465 of capital 
which received no interest or dividend. The average cost of 
working each train was 37°89 pence per mile, and the average 
receipt from each train was 68:11 pence per mile, so that the 
average net profit from each train was 30°22 pence per mile; 
while the total cost of working was £1,924 per open mile, 
43.459 per open mile were received, and the net profit was 





608 BANKER’S MAGAZINE. (February, 


41,535 per open mile. The total mileage of railway open and 
working in the British Empire is reported as follows: 


Miles. 
United Kingdom of Great Britain and Ireland 
Dominion of Canada........-.2. .--0----e20- coe ceee ee ee eee 


Victoria 
South Australia 
Queensland 


Australia .. . 


ne ae ee a 
Tasmania 


Cape Colonies 
Mauritius .............- 


Total of Colonial Empire of Great Britain 


Grand total of railway mileage in the British Empire 
-—— 


PAPER MONEY AND PRICES. 


BY JOHN STUART MILL. 
(Abridged. ] 


There are five methods in which credit documents answer the 
purpose of money: first, by means of mutual set-off of reciprocal 
debts, which is a sort of barter; secondly, by bills of exchange, 
which is a method that has received a great enlargement during 
the present century; thirdly, by promissory notes, which are also 
a familiar form of credit among mercantile men; and lastly, by 
checks. These last constitute the most extensive substitutes for 
money in the making of payments through the Clearing-House. 
To these we may add, as a fifth kind of paper money, irredeema- 
ble notes issued by the Government. There has been a great 
amount of discussion and argument on the question whether 
several of these forms of credit, and in particular whether bank- 
notes, ought to be considered as money. The question is so 
purely verbal as to be scarcely worth raising, and one would have 
some difficulty in comprehending why so much importance is 
attached to it, if there were not some authorities who, still adher- 
ing to the doctrine of the infancy of society and of political 
economy, that the quantity of money compared with that of com- 
modities, determines general prices, think it important to prove 
that bank-notes and no other forms of credit are money, in order 
to support the inference that bank-notes and no other forms of 
credit influence prices. It is obvious, however, that prices do not 
depend on money, but on purchases. Money left with a banker, 
and not drawn against, or drawn against for other purposes than 
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‘buying commodities, has no effect on prices, any more than 
credit which is not used. Credit which zs used to purchase com- 
modities, affects prices in the same manner as money. Money 
and credit are thus exactly on a par, in their effect on prices; and 
whether we choose to class bank-notes with the one or the other 
is in this respect entirely immaterial. 

Since, however, this question of nomenclature has been raised, 
it seems desirable that it should be answered. The reason given 
for considering bank-notes as money is, that by law and usage 
they have the property, in common with metallic money, of finally 
closing the transactions in which they are employed; while the 
other modes above referred to, of paying one debt by transferring 
another, are without that privilege. The first remark which here 
suggests itself is, that, on this showing, the notes at least of pri- 
vate banks are not money; for a creditor cannot be forced to 
accept them in payment of a debt. They certainly close the 
transaction if he does accept them; but so, on the same supposi- 
tion, would a bale of cloth, or a pipe of wine; which are not for 
that reason regarded as money. It seems to be an essential part 
of the idea of money, that it be legal tender. An inconverti- 
ble paper which is legal tender is universally admitted to be 
money; in the French language the phrase pafpier-monnaie actually 
means inconvertibility, convertible notes being merely Jdillets a@ 
porteur. Wt is only in cases like that of Bank of England notes 
under the law of convertibility, that any difficulty arises; those 
notes not being a legal tender from the bank itself, though a 
legal tender from all other persons. Bank of England notes 
undoubtedly do close transactions, so far as respects the buyer. 
When he has once paid in Bank of England notes, he can in no 
case be required to pay over again. But I confess I cannot see 
how the transaction can be deemed complete as regards the seller, 
when he will only be found to have received the price of his 
commodity provided the bank keeps its promise to pay. An 
instrument which would be deprived of all value by the insolvency 
of a corporation, cannot be money in any sense in which money 
is opposed to credit. It either is not money, or it is money and 
credit too. It may be most suitably described as coin credit. 
The other forms of credit may be distinguished from it as credit 
in ingots. After experience had shown that pieces of paper, of no 
intrinsic value, by merely bearing upon them the written profes- 
sion of being equivalent to a certain number of francs, dollars, or 
pounds, could be made to circulate as such, and to produce all 
the benefit to the issuers which could have been produced by the 
coins which they purported to represent, Governments began to 
think that it would be a happy device if they could appropriate 
to themselves this benefit, free from the condition to which indi- 
viduals issuing such paper substitutes for money were subject, of 
giving, when required, for the sign, the thing signified. They 
determined to try whether they could not emancipate themselves 
from this unpleasant obligation, and make a piece of paper issued 
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by them pass for a pound, by merely calling it a pound, and con- 
senting to receive it in payment of the taxes. And such is the 
influence of almost all established Governments, that they have 
generally succeeded in attaining this object; I believe I might say 
they have always succeeded for a time, and the power has only 
been lost to them after they had compromised it by the most 
flagrant abuse. 

In the issue of Government notes not redeemable in coin, the 
functions of money are performed by a thing which derives its 
power of performing them solely from convention; but convention 
Is quite sufficient to confer the power, since nothing more is 
needful to make a person accept anything as money, and even at 
any arbitrary value, than the persuasion that it will be taken from 
him on the same terms by others. The only question is, what 
determines the value of such a currency; since it cannot be, as 
in the case of gold and silver (or paper exchangeable for them at 
pleasure), the cost of production. We have seen, however, that 
even in the case of a metallic currency ?—the immediate agency in 
determining its value is its quantity. If the quantity, instead of 
depending on the ordinary mercantile motives of profit and _ loss, 
could be arbitrarily fixed by authority, the value would depend on 
the fiat of that authority, not on cost of production. The quan- 
tity of a paper currency not convertible into the metals at the - 
option of the holder, can be arbitrarily fixed; especially if the 
issuer is the sovereign power of the State. The value, therefore, 
of such a currency is entirely arbitrary. Suppose that, in a 
country of which the currency is wholly metallic, a paper currency 
is suddenly issued, to the amount of half the metallic circulation ; 
not by a banking establishment, or in the form of loans, but by 
the Government, in payment of salaries and purchase of commodi- 
ties. The currency being suddenly increased by one-half, all 
prices will rise, and among the rest the prices of all things 
made of gold and silver. An ounce of manufactured gold 
will become more valuable than an ounce of gold coin, by 
more than that customary difference which compensates for the 
value of the workmanship; and it will be profitable to melt 
the coin for the purpose of being manufactured, until as much 
has been taken from the currency by the subtraction of gold, 
as has been added to it by the issue of paper. ‘Then prices 
will relapse to what they were at first, and there will be nothing 
changed except that a paper currency has been substituted for 
half the metallic currency which existed before. Suppose, now, a 
second emission of paper; the same series of ‘effects will be 
renewed ; and so on, until the whole of the metallic money has 
disappeared: that is, if paper be issued of as low a denomination 
as the lowest coin; if not, as much will remain as convenience 
requires for the smaller payments. The addition made to the 
quantity of gold and silver disposable for ornamental purposes, 
will somewhat reduce, for a time, the value of the article; and as 
long as this is the case, even though paper has been issued to 
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the original amount of the metallic circulation, as much coin will 
remain in circulation along with it, as will keep the value of the 
currency down to the reduced value of the metallic material; but, 
the value having fallen below the cost of production, a stoppage 
or diminution of the supply from the mines will enable the sur- 
plus to be carried off by the ordinary agents of destruction, after 
which the metals and the currency will recover their natural value. 
We are here supposing, as we have supposed throughout, that the’ 
country has mines of its own, and no commercial intercourse with 
other countries; for, in a country having foreign trade, the coin 
which is rendered superfluous by an issue of paper is carried off 
by a much prompter method. 

Up to this point, the effects of a paper currency are substan- 
tially the same, whether it is convertible into specie or not. It is 
when the metals have been completely superseded and driven 
from circulation, that the difference between convertible and incon- 
vertible paper begins to be operative. When the gold or silver 
has all gone from circulation, and an equal quantity of paper has 
taken its place, suppose that a still further issue is superadded. 
The same series of phenomena re-commences; prices rise, among 
the rest the prices of gold and silver articles, and it becomes an 
object as before to procure coin in order to convert it into bull- 
ion. There is no longer any coin in circulation; but, if the paper 
currency is convertible, coin may still be obtained from the issuers, 
in exchange for notes. All additional notes, therefore, which are 
attempted to be forced into circulation after the metals have been 
completely superseded, will return upon the issuers in exchange 
for coin; and they will not be able to maintain in circulation 
such a quantity of convertible paper as to sink its value below 
the metal which it represents. It is not so, however, with an 
inconvertible currency. To the increase of that (as permitted by 
law) there is no check. The issuers may add to it indefinitely, 
lowering its value and raising prices in proportion; they may, in 
other words, depreciate the currency without limit. Such a power, 
in whomsoever vested, is an intolerable evil. All variations in the 
value of the circulating medium are mischievous; they disturb 
existing contracts and expectations, and the liability to such 
changes renders every pecuniary engagement of long date entirely 
precarious. The person who buys for himself, or gives to another, 
an annuity of £ 100, does not know whether it will be equivalent 
to £200 or to £ 50 a few years hence. Great as this evil would 
be if it depended only on accident, it is still greater when placed 
at the arbitrary disposal of an individual or a body of individuals; 
who may have any kind or degree of interest to be served by an 
artificial fluctuation in fortunes; and who have at any rate a strong 
interest in issuing as much as possible, each issue being in itself 
a source of profit. Not to add, that the issuers may have, and’ 
in the case of a Government paper always have, a direct interest 
in lowering the value of the currency, because it is the medium 
in which their own debts are computed. 
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In order that the value of the currency may be secure from 
being altered by design, and may be as little as possible liable 
to fluctuation from accident, the articles least liable of all known 
commodities to vary in their value, the precious metals, have been 
made in all civilized countries the standard of value for the cir- 
culating medium; and no paper currency ought to exist of which 
the value cannot be made to conform to theirs. Nor has this 
fundamental maxim ever been entirely lost sight of, even by the 
Governments which have most abused the power of creating 
inconvertible paper. If they have not (as they generally have) 
professed an intention of paying in specie at some indefinite future 
time, they have at least, by giving to their paper issues the names 
of their coins, made a virtual, though generally a false, profession 
of intending to keep them at a value corresponding to that of the 
coins. This is not impracticable, even with an inconvertible paper. 
There is not, indeed, the self-acting check which convertibility 
brings with it. But there is a clear and unequivocal indication 
by which to judge whether the currency is depreciated, and to 
what extent. That indication is the price of the precious metals. 
When holders of paper cannot demand coin to be converted into 
specie, and when there is none left in circulation, gold rises and 
falls in price like other things; and if gold rises above par, the 
value of the currency has sunk just that much below what the 
value of a metallic currency would be. If, therefore, the issue of 
inconvertible paper were subjected to strict rules, one rule being 
that whenever bullion rose above par, the issues should be con- 
tracted until the market price of bullion and the Mint price were 
again in accordance, such a currency would not be subject to all 
the evils usually deemed inherent in an inconvertible paper. But 
such a system of currency would have no advantages sufficient to 
recommend it for adoption. An inconvertible currency, regulated 
by the price of bullion, would conform exactly, in all its varia- 
tions, to a convertible one; and the only advantage gained would 
be that of exemption from the necessity of keeping any reserve of 
the precious metals, which is not a very important consideration, 
especially as a Government, so long as its good faith is not sus- 
pected, needs not to keep so large a reserve as private issuers, 
being not so liable to great and sudden demands, since there 
never can be any real doubt of its solvency. Against this small 
advantage is to be set, in the first place, the possibility of fraudu- 
lent tampering with the price of bullion for the sake of acting on 
the currency; in the manner of fictitious sales of corn, to influence 
the averages, so much and so justly complained of while the corn 
laws were in force. But a still stronger consideration is the 
importance of adhering to a simple principle, intelligible to the 
most untaught capacity. Everybody can understand convertibility ; 
every one sees that what can be at any moment exchanged for 
five pounds is worth five pounds. Regulation by the price of 
bullion is a more complex idea, and does not recommend itself 
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through the same familiar associations. There would be nothing 
like the same confidence, by the public generally, in an inconvert- 
ible currency so regulated, as in a convertible one; and the most 
instructed person might reasonably doubt whether such a rule 
would be as likely to be inflexibly adhered to. The grounds of 
the rule not being so well understood by the public, opinion 
would probably not enforce it with as much rigidity, and, in any 
circumstances of difficulty, would be likely to turn against it, 
while to the Government itself a suspension of convertibility would 
appear a much stronger and more extreme measure, than a relax- 
ation of what might possibly be considered a somewhat artificial 
tule. There is, therefore, a great preponderance of reasons in 
favor of a convertible, in preference to even the best regulated 
inconvertible currency. The temptation to over-issue, in certain 
financial emergencies, is so strong that nothing is admissible which 
can tend, in however slight a degree, to weaken the barriers that 
restrain it. 

Although no doctrine in political economy rests on more obvi- 
ous grounds than the mischief of a paper currency not maintained 
at the same value with a metallic, either by convertibility or by 
some principle of limitation equivalent to it; and although, accor- 
dingly, this doctrine has, though not till after the discussions of 
many years, been tolerably effectually drummed into the public 
mind; yet dissentients are still numerous, and projectors, every 
now and then, start up with plans for curing all the economical 
evils of society by means of an unlimited issue of inconvertible 
paper. There is, in truth, a great charm in the idea. To be 
able to pay off the National debt, defray the expenses of Govern- 
ment without taxation, and, in fine, to make the fortunes of the 
whole community, is a brilliant prospect, when once a man is 
capable of believing that printing a few characters on bits of 
paper will do it. The philosopher’s stone could not be expected 
to do more. j . 

As these projects, however often slain, always resuscitate, it is 
not superfluous to examine one or two of the fallacies by which 
the schemers impose upon themselves. One of the commonest is, 
that a paper currency cannot be issued in excess so long as every 
note issued represents property, or has a foundation of actual prop- 
erty to rest on. These phrases, of representing and resting, seldom 
convey any distinct or well-defined idea; when they do, their 
meaning is no more than this—that the issuers of the paper must have 
property, either of their own or intrusted to them, to the value of 
all the notes they issue; though for what purpose does not very 
clearly appear; for if the property cannot be claimed in exchange 
for the notes, it is difficult to divine in what manner its mere 
existence ‘tan serve to uphold their value. I presume, however, it 
is intended as a guarantee that the holders would be finally reim- 
bursed, in case any untoward event should cause the whole concern 
to be wound up. On this theory there have been many schemes 
for “coining the whole land of the country into money,” and the 
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like. In so far as this notion has any connection at all with 
reason, it seems to originate in confounding two entirely distinct 
evils, to which a paper currency is liable. One is, the insolvency 
of the issuers; which, if the paper is grounded on their credit—if 
it makes any promise of payment in cash, either on demand or at 
any future time—of course deprives the paper of any value which 
it derives from the promise. To this evil paper credit is equally 
liable, however moderately used; and against it, a proviso that all 
issues should be “founded on property,” as, for instance, that notes 
should only be issued on the security of some valuable thing 
expressly pledged for their redemption, would really be efficacious 
as a precaution. But the theory takes no account of another evil, 
which is incident to the notes of the most solvent firm, company, 
or government: that of being depreciated in value from being 
issued in excessive quantity. The assignats, during the French 
Revolution, were an example of a currency grounded on these 
principles. The assignats “represented” an immense amount of 
highly valuable property, namely the lands of the crown, the 
church, the monasteries, and the emigants; amounting possibly to 
half the territory ot France. They were, in fact, orders or assign- 
ments on this mass of land. The revolutionary government had 
the idea of “coining” these lands into money; but, to do them 
justice, they did not originally contemplate the immense multiplica- 
tion of issues to which they were eventually driven by the failure 
of all other financial resources. They imagined that the assignats 
would come rapidly back to the issuers in exchange for land, and 
that they should be able to reissue them continually until the 
lands were all disposed of, without having at any time more than 
a very moderate quantity in circulation. Their hope was frustrated: 
the land did not sell so quickly as they expected; buyers were 
not inclined to invest their money in possessions which were likely to 
be resumed without compensation if the Revolution succumbed ; the 
bits of paper which represented land, becoming prodigiously mul- 
tiplied, could no more keep up their value than the land itself 
would have done if it had all been brought to market at once; and 
the result was that it at last required an assignat of six hundred 
francs to pay for a pound of butter. 
The example of the French assignats has been said not to b 

conclusive, because an assignat only represented land in general, 
but not a definite quantity of land. To have prevented their 
depreciation, the proper course, it is affirmed, would have been to 
have made a valuation of all the confiscated property at its 
metallic value, and to have issued assignats up to, but not beyond, 
that limit; giving to the holders a right to demand any piece of 
land, at its registered valuation, in exchange for assigngts to the 
same amount. There can be no question about the superiority of 
this plan over the one actually adopted. Had this course been 
followed, the assignats could never have been depreciated to the 
inordinate degree they were; for—as they would have retained all 
their purchasing power in relation to land, however much they 
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might have fallen in respect to other things—before they had lost 
very much of their market value, they would probably have been 
brought in to be exchanged for land. It must be remembered, 
however, that their not being depreciated would presuppose that 
no greater number of them continued in circulation than would 
have circulated if they had been convertible into cash. However 
convenient, therefore, in a time of revolution, this currency con- 
vertible into land on demand might have been, as a contrivance 
for selling rapidy a great quantity of land with the least possible 
sacrifice, it is difficult to see what advantage it would have, as 
the permanent system of a country, over a currency convertible 
into coin; while it is not at all difficult to see what would be its 
disadvantages, since land is far more variable in value than gold 
and silver; and besides, land, to most persons, being rather an 
incumbrance than a desirable posssession, except to be converted 
into money, people would submit to a much greater depreciation 
before demanding land, than they will before demanding gold or 
silver.* 

Another of the fallacies from which the advocates of an incon- 
vertible currency derive support, is the notion that an increase of 
the currency quickens industry. This idea was set afloat by Hume, 
in his Essay on Money, and has had many devoted adherents 
since; witness the Birmingham currency school, of whom Mr. 
Attwood -was at one time the most conspicuous representative. 
Mr. Attwood maintained that a rise of prices produced by an 
increase of paper currency, stimulates every producer to his utmost 
exertions, and brings all the capital and labor of the country into 
complete employment; and that this has invariably happened in 
all periods of rising prices, when the rise was on a sufficiently 
great scale. I presume, however, that the inducements which, 
according to Mr. Attwood, excited this unusual ardor in all persons 
engaged in production, must have been the expectation of getting 
more of commodities generally, more real wealth, in exchange for 
the produce of their labor, and not merely more pieces of paper. 
This expectation, however, must have been, by the very terms of 
the supposition, disappointed, since, all prices being supposed to 
rise equally, no one was really better paid for his goods than 
before. Those who agree with Mr. Attwood could only succeed 
in winning people on to these unwonted exertions, by a prolonga- 
tion of what would in fact be a delusion; contriving matters so, 
that by a progressive rise of money prices, every producer shall 
always seem to be in the very act obtaining an increased remunera- 
tion which he never, in reality, does obtain. It is unnecessary to 
advert to any other of the objections to this plan, than that of its total 


* Among the schemes of currency to which, strange to say, intelligent writers have been 
0 


found to give their sanction, one is as follows: that the State should receive in pledge or mort- 
gage, any kind or amount of property, such as land, stock, etc., and should advance to the 
owners inconvertible paper money to the estimated value. Such a currency would not even 
have the recommendations of the imaginary assignats supposed in the text; since those into 
whose hands the notes were paid by the persons who received them, could not return them to 
the Government, and demand in exchange land or stock which was only pledged, not alienated, 
There would be no reflux of such assignats as these, and their depreciation would be indefinite. 
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impracticability. It calculates on finding the whole world persist- 
ing for ever in the belief that more pieces of paper are more 
riches, and never discovering that, with all their paper, they can- 
not buy more of anything than they could before. No such mistake 
was made during any of the periods of high prices, on the 
experience of which this school lays so much stress. At the periods 
which Mr. Attwood mistook for times of prosperity, and which 
were simply (as all periods of high prices, under a convertible 
currency, must be) times of speculation, the speculators did not 
think they were growing rich because the high prices would last, 
but because they would not last, and because whoever contrived 
to realize while they did last, would find himself, after the recoil, 
in possession of a greater number of pounds sterling, without their 
having become of less value. If, at the close of the speculation, 
an issue of paper had been made, sufficient to keep prices up to the 
point which they attained when at the highest, no one would have 
been more disappointed than the speculators; since the gain which 
they thought to have reaped by realizing in time (at the expense 
of their competitors, who bought when they sold, and had to sell 
after the revulsion) would have faded away in their hands, and 
instead of it they would have got nothing except a few more 
paper tickets to count by. 

Hume’s version of the doctrine differed in a slight degree from 
Mr. Attwood’s. He thought that all commodities would not rise 
in price simultaneously, and that some persons therefore would 
obtain a real gain, by getting more money for what they had to 
sell, while the things which they wish to buy might not yet have 
risen. And those who would reap this gain would always be (he 
seems to think) the first comers. It seems obvious, however, that 
for every person who thus gains more than usual, there is neces- 
sarily some other person who gains less. The loser, if things took 
place as Hume supposes, would be the seller of the commodities 
which are slowest to rise; who, by the supposition, parts with his 
goods at the old prices, to purchasers who have already benefited 
by the new. This seller has obtained for his commodity only the 
accustomed quantity of money, while there are already some things 
of which that money will no longer purchase as much as before. 
If, therefore, he knows what is going on, he will raise his price, 
and then the buyer will not have the gain, which is supposed to 
stimulate his industry. But if, on the contrary, the seller does not 
know the state of the case, and only discovers it when he finds, 
in laying his money out, that it does not go so far, he then 
obtains less than the ordinary remuneration for his labor and 
capital; and if the other dealer’s industry is encouraged, it should 
seem that his must, from the opposite cause, be impaired. There 
is no way in which a general and permanent rise of prices, or, in 
other words, depreciation of money, can benefit anybody, except 
at the expense of somebody else. The substitution of paper for 
metallic currency is a National gain: any further increase of paper 
beyond this is but a form of robbery. 





GOVERNOR TILDEN’S MESSAGE. 


GOVERNOR TILDEN’S ANNUAL MESSAGE. 


The message of Governor Tilden to the Legislature of the 
State of New York is a long and able document. It gives a 
thorough exhibit of the financial condition of the State and its 
resources, and points out clearly the dangers upon which we as a 
people are drifting, through exorbitant taxation and governmental 
extravagance. ‘The concluding paragraphs of the message combat 
vigorously the financial heresies of inflationists, and urge as reme- 
dies for our present distress a prompt and large reduction in 
municipal, State and National expenditures, as well as a more 
vigorous frugality in private expenditure. 

The net indebtedness of the State, after deducting the Sinking 
Fund, is $14,747,304. The actual reduction of the debt during 
the last fiscal year is $1,870,770. The following is the exhibit 
of the debt: 


Debt. Sinking Fund. 
Sept. 30th, 1875. Sept. 30th, 1875. Balance. 
General Fund... $ 3,119,526 40 $ 3,029,605 70 $89,920 70 
Contingent 68,000 00 30,677 64 > 31,322 36 
Canal........... 10,086,660 00 1,448,345 51 8,638,314 49 
Bounty 15,054,500 00 9,066,753 29 5,987,740 71 


$ 28,328,686 40 $ 13,581,382 14 $ 14,747,304 26 


On the subject of taxation, State and Federal, the Governor 
submits the following statement, which is certainly a startling 
one: 

“The extravagance of our governmental consumption is illus- 
trated by a comparison of the public expenditures in 1870, five 
years after the close of the war, with those of 1860 and 1850: 


TAXES IN THE UNITED STATES. 


1850. 1860. 1870. 
Gold. Gold. Currency. 


Federal $ 40,000,000 $60,010,112 .. $ 450,000,000 
State, County, City and 
Town 43,000,000 94,186,746 280,591,521 


$ 83,000,000 $154,196,858 $730,591,521 

23,191,876... 31,443,321 38,553,371 
TAXES PER HEAD. 

i $1 91 $11 67 

°°. 2 99 7 24 

$357 $4 90 $18 ox 


“The aggregate Federal taxation of the eleven years now 
closing, computed in currency, from the official statements, is 
more than $4,500,000,000. The local taxation, assuming the 


40 
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census statement for 1870 as an average, is more than 
$ 3,000,000,000. The aggregate taxation exceeds $7,500,000,000. 

“The daily wants of the masses of mankind, even in the most 
productive and prosperous countries, press closely upon their daily 
earnings. It is only a small portion of their current income 
which they are able to save and to accumulate. 

“In Great Britain and Ireland, despite the wealth which these 
people have long been storing up, especially in machinery and 
moneyed capital; despite the yearly influx of one hundred and 
fifty millions of dollars from interest on investments in other 
countries, the annual growth of wealth from the savings of all their 
people is not deemed by the best authorities to exceed six or 
seven hundred million dollars. 

“The accumulated wealth of the United States is the result 
of a shorter period of growth, and is less in amount. We have 
to pay to foreign creditors annually, in coin, more than 
$ 100,000,000. We are richer in the natural powers of the soil; 
and our labor is, on the whole, more efficient. We earn more, 
but have less disposition to save, and less of the habit of 
saving.” 

We give below, those portions of the message which set forth 
the condition of the banking interests of the State: 


BANKS. 


Eighty-four banks were doing business under the laws of this 
State on the first of October last. Eight banks organized and 
commenced business during the fiscal year ending October rst. 
During the same time one bank failed and three were converted 
into National Banks. 

Circulating notes to the amount of $9,314 were destroyed by 
the Bank Department, and forty-four banks were credited with 
lost circulation during the year to the amount of $246,649, the 
time for redeeming the same, after the usual legal notice, having 
expired. The amount of circulation outstanding was, on the first 
day of October last, $849,226.50. Of this amount the sum ot 
$218,528 was received by deposits of cash, stocks, or stocks and 
mortgages. The balance, $630,698.50, is not secured, it having 
been issued by banks chartered previous to the passage of the 
Free Banking law. There remain but twenty-three of these banks 
that have not taken steps to finally redeem their notes. 


Savincs Banks. 


There were one hundred and sixty Savings Banks on the first 
day of July last. Of these, five were in process of closing their 
business. Five have since closed, three by reason of insolvency. 
The new general law for the regulation of Savings Banks does 
not require them to report in July, as they have formerly done. 
The aggregate of assets of these institutions, as appeared from 
informal reports made to the Bank Department for the first of 
July last, was $336,308,236.43. Their deposits amounted to 
$ 316,335,617.82, belonging to 891,992 depositors, as represented 
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by the number of open accounts on that date. The increase in 
deposits during the six months ending July 1 last, was upwards 
of twelve millions of dollars, and the number of depositors, or 
open accounts increased, during the same time, 19,494. The total 
increase in deposits during the year 1874 was $18,415,564, and 
in the number of depositors, 33,026. The aggregate of assets, as 
shown above for July last was not made up in the same manner 
as that for January 1 last; therefore such aggregate cannot be 
used for the purposes of comparison. The estimated amount of 
such assets on the first of July last, may, however, be stated at 
three hundred and forty millions of dollars. 

Frequent reports by these institutions should be réquired. The 
provisions regulating the character of their investments should be 
revised with a view to secure greater safety. New guards should 
be instituted against the tendency of administration to fall into the 
favoritism towards the officers sure to prove dangerous to the 
trust; and it should be inquired, in view of the recent and 
numerous failures, what defects may be shown to exist in the 
present law, and whether further penalties in respect to malad- 
ministration can be provided. 


Trust, LoAN AND INDEMNITY COMPANIES. 


There were eleven Trust, Loan and Indemnity Companies re- 
porting to the Bank Department July 1 last, one having 
closed its business during the year preceding. A new ‘Trust 
Company began business September 1, 1875, whose capital is not 
included in the summary. ‘The aggregate capital of these corpo- 
rations paid in, as shown by their reports, was $11,584,475. The 
total amount of their assets was $69,654,948, and the amount 
due from them to their depositors was $50,365,569. 

The estimated amount of assets held July 1 by Banks, 
Savings Banks, Trust, Loan and Indemnity Companies, was 
$520,000,000. The amount due to their depositors was, approxi- 
mately, $ 432,200,000 ; and their profits, including surplus fund, 
may be estimated at $39,000,000. 


——— a 


THE MONETARY PROSPECTS OF TURKEY are set forth as follows by the 
correspondent at Pera of the London 7imes: “It is impossible to entertain 
any hope about the restoration of the Turkish finances. With a revenue not 
exceeding {£ 22,000,000, and a deficit for the present year which the Grand 
Vizier, Mahmoud Pasha, considers underestimated at £ 5,000,000; with a debt 
raised in twenty years to £ 184,981,783, involving a charge of £ 14,869,240— 
that is, absorbing considerably more than half the revenue—the State has now 
to bear a war expenditure which certainly exceeds £ 20,000, and probably 
reaches £ 30,000, daily, though the troops in Herzegovina receive no pay, and 
are said to be ill-fed and ill-clad. A debt of £ 4,000,000 carried over to next 
year’s account, with 18 per cent. interest; the remission of arrears and of the 
additional fourth to the tithes, to which the present Grand Vizier has bound 
himself; the 5 per cent. interest to be paid for the retention of the half 
coupon, the debts of most of the provinces, the falling off of the revenue of 
the revolted districts, and unforeseen expenses, must more than absorb the 
£ 7,000,000 of which the Turkish Government has already defrauded its home 
and foreign creditors.” 
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BANKING AND SPECULATION IN RUSSIA. 


The course of financial events in Russia has, for several 
months past, been watched with no little interest by thoughtful 
observers. On the 23d of October the failure of the Commerce 
and Loan Bank of Moscow, which had been involved in the 
disasters of Dr. Strousberg, the bankrupt railway king, gave a 
severe shock to the confidence of the mercantile community. By 
the timely interposition of the Government, the crisis which 
seemed imminent was stayed for the time, and if the banking 
business of that country had of late been conducted upon a 
uniformly safe and conservative basis, it is possible that no serious 
disaster would have followed. But the rapid growth of banking in 
Eastern Europe in the last ten years, in which Russia has par- 
ticipated, makes it altogether likely that a considerable amount of 
unsound business has been done, which nothing short of a commercial 
crisis will sift out. Such was the experience of Austria, when the 
crisis of 1873 pricked the bubble of bank inflation, causing a 
collapse, as usual, more sudden than the previous expansion. 
The threatened catastrophe has therefore only been delayed. At 
the time of the Strousberg crisis there was great distress in 
Southern Russia, in consequence of the low price of wheat and 
the bad harvest. These difficulties appear now to have assumed a 
more aggravated form. 

The London Zimes, in its financial article of January 4th, has 
the following account of this more recent development of the 
Russian crisis: 

“Tt seems, from recent articles in the Moscow Gazeéée, that 
great stagnation prevails in the grain trade in Southern Russia. 
Russian agriculture and commerce are threatened With a collapse. 
Chief among the causes is the keen competition of America. 
Since the civil war in that country, the British import of Amer- 
ican wheat has increased until it stands now where the Russian 
importation stood in 1867. Then Russia sent out forty-four hun- 
dredths of her total imports, and the United States only fourteen. 
In 1873 the United States sent out forty-four hundredths, and 
Russia only twenty-one. This does not represent a decrease to 
that extent of Russia’s total exports; on the contrary, they have 
slightly increased, but America’s have increased much faster. 

“The causes are declared chiefly to be America’s superior tran- 
sit advantages, her virgin soil, and her more scientific agricul- 
ture. The Gazette, therefore, urges the Russian agriculturists to 
incorporate new lands, use better appliances and more skill, but 
says that cheaper inland transportation is the chief need. 

“The Gazetfe’s Odessa correspondent writes that the oldest 
inhabitants declare that Odessa was never at such a stand-still 
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since its foundation. No transactions are effected, and bankruptcy 
follows bankruptcy. Houses have fallen to thirty-hundredths of 
their value, and wheat is lying in the store-houses. Repeated fail- 
ures of the crops in the southern districts of Russia are partly the 
cause of. the difficulty. The Gaszeffe, however, says the condition 
of affairs is largely influenced by the misplaced activity of private 
banking-houses, which made credit absurdly easy and cheap, which 
occasioned a storm of feverish speculation, and created ephemeral 
undertakings. Now, forced to curtail credits, they have reduced 
to the most awkward position many who thought such a state of 
things would last forever.” 

The Bank Law of Russia is said to be very stringent in its limita- 
tions of the amount of advances, the nature of the securities to 
be taken, the publication of accounts and the like; but no bank- 
ing legislation, however excellent in itself, can guard entirely 
against unsound banking, and it would appear that these pro- 
visions have fallen short of accomplishing the objects aimed at. 
A large proportion of the Russian bankers must have been in the 
business too short a time to acquire that thorough mastery of it 
which is the result only of long experience, and the mismanage- 
ment which has brought on the present crisis is a natural 
result. 

In regard to the recent development of banking in Russia, 
which becomes especially interesting in view of the foregoing facts, 
we have some information which has appeared in the London 
Economist since the publication of our late article on “ Russian 
Financial and Industrial Progress,” which will serve as a 
supplement to the information contained in that article. The 
capital of the Imperial Bank is given as about 22,000,000 
roubles, equal to $14,300,000 in “gold, reckoning the paper 
rouble at 65 cents. The note issue on the rst “of January, 
1875, amounted to 797,313,480 roubles, or $ 518, 253,762, against 
763,869,451 January rst, 1873, an increase in two years of 
33,444,029 roubles. The cash in the issue department on the 
ist of January, 1875, was 229,398,372 roubles, against 195,954,343 
two years previous, the increase being exactly the same as in the 
note issues. The liabilities on deposit and account current were, 
by the latest reports (of which the date is not given), about 
217,500,000 roubles, or $ 141,375,000, against which there was a 
reserve, mainly of notes, in the “banking department,” amounting 
to about 45,000,000 roubles, or $29,250,000. The discounts and 
advances amounted to about 82,500,000 roubles, or $ 53,625,000. 
There are besides about forty joint-stock banks receiving money 
on deposit and account current, and making commercial advances. 
These banks have all grown up within the last ten or twelve 
years. The bank law under which they are organized was only 
passed in 1857, and the first bank was established under it in 
1864. Some of these make most of their advances from their own 
<apital, their deposits being inconsiderable, but with a majority of 
them it is otherwise. The following is a summary of the con- 
clition of these banks August 13, 1873, as published in the 
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Economist, which, though now more than two years old, is the 
latest account that has yet come to hand: 








LIABILITIES. 
Roubles. Dollars (gold). 
Pica ins Saas eal nasweas aichihewan ened 95,800,000 ee 62,270,000 
WRCREPON (RUTTIRS) 5. 56 osc accccacovsnce seoss 3,000,000 oa 1,950,000 
Deposits for a specified or unlimited time..... 169,600,000 = 110,240,000 
CNR MINNIE. oiccbasascccxwuse conaeoe 137,000,000 te 89,050,000 
Due to branches, correspondents and others.. 73,300,000 - 47,045,000 
CO EIA PR Ee 14,800,000 on 9,620,000 
Interest and commissions..........-..---..- 17,000,000 wi 11,050,000 
PEI rrr 100,000 ae 65,000 
Re-discounts and re-pledging.............--- 13,600,000... 8,840,000 

Floating accounts, goods and bills in commis- 
CANE RG SI IG nies ccsicccvcnassecn< 8,100,000 aes 5,265,000 
WE sec ccccwens siscesarches ahphanibtaanoea aateataae *522,600,000 «-  *339,690,000 

ASSETS. 

Roubles. Dollars (gold). 
OOD cds nes cdanccenemsescasenseesapeccos “eee ea 5:395,000 
Balance of banks at State Bank.........-.... 71,300,000 a 46,345,000 
Russian and foreign bills discounted........ 210,200,000 Pn 136,630,000 
NNN, CRE 55 ciciciie cn 4b cosnnnuacadawene 116,700,000 om 75,855,C00 

Interest-bearing securities, the property of the 
RE ei aires eee 22,400,000 ie 14,560,000 
Due by branches, correspondents and others.. 85,800,000 Po 55,770,000 
Ne Ole ON 6 5 neecs sina cscs-enceeues = 2,500,000 a 1,625,000 
ee, a ee er eee 2,500,000 ne 1,625,000 
Protested bills and floating accounts. ........ 1,100,000 -- 715,000 
Houses, furniture of banks, &c.-.-.....---.- 1,800,000 eS 1,170,000 
ORE cc Scud ccaenes sasecdsncese mmaawe 522,600,000 Po 339,690,000 


The total of their liabilities on deposit and account current 
amounted to 306,600,000 roubles, or $ 199,290,000, making with 
the similar liabilities of the Imperial Bank, 524,100,000 roubles, 
or $ 330,665,000 of banking deposits, being nearly half as large as 
the banking deposits of the United States. Their discounts and 
advances amounted to 326,600,000 roubles, or $ 212,290,000, mak- 
ing with those of the Imperial Bank 409,100,coo roubles, or 
$ 265,915,000, for the Empire. The large relative amount of the 
deposits is quite remarkable from the contrast it shows with the 
state of banking in most, if not all, of the Continental States of 
Europe. Thus, in the Bank of France, the deposits (including 
those of the Government) are but little more than two-thirds the 
discounts, and one-fifth of the circulation. The leading banks of 
the other Continental capitals have even a smaller amount of 
deposits in proportion to their discounts and circulation. Their 
capital and circulation furnish them the principal means of 
making discounts and advances. In Russia, on the other hand, 
the deposits exceed the discounts and advances. The most 
obvious reason that suggests itself for this peculiarity is that 
Russia is much less exposed to those dangers of revolution and 
invasion which have restricted the growth of deposit banking in 
other Continental States. 


_ * For some unexplained reason these totals do not correspond with the footings of the items: 
given above, which amount to 532,300,coo roubles and $ 345.995,000 respectively. 
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A CENTURY OF FINANCE. ° 


A CENTURY OF FINANCE IN THE UNITED STATES 


BY J. S. GIBBONS. 
(Continued from January Number.) 
FourTH PERIOD—1816 to 1836. 


DALLAS, CRAWFORD, RusH, INGHAM, McLANE, DUANE, TANEY, WooDBURY— 
The Second Bank of the United States—Financial Crisis of 1818—Congress 
orders a special inquiry into the proposal of substituting paper for specie as a 
standard of value—Secretary Crawford’s adverse report—President Jackson's 
attack on the Bank of the United States, and beginning of “the Bank War’ 
—Congress orders an investigation into the condition of the Bank, and passes 
a vote of confidence in it—Secretary McLane recommends an immediate 
renewal of the Charter, without waiting for the application of the stockholders 
—Secretaries Ingham, McLane and Duane successively refuse to obey the 
President, who transfers McLane to the State Department and appoints 
Taney, who effects the removal of the deposits—The second trial of the Local 
Bank system of revenue management—Extinction of the National debt—Finan- 
cial Crisis of 1836-7—Distribution of surplus revenue to the several States. 
No period of our financial history presents a greater diversity 

of incongruous plans and theories than that embraced by the 

Treasury administration under the Secretaries whose names appear 

at the head of this section. 

The first bill incorporating the Second Bank of the United 
States was defeated by the veto of President Madison, who, how- 
ever, premised his objections by “waiving the constitutional 
authority of Congress as being precluded (in his opinion) by re- 
peated recognitions of the validity of such an institution, in acts 
of the legislative, executive and judicial branches of the Gov- 
ernment.” But a second bill drawn by Mr. Dallas, obviating his 
objections, received his assent and became a law, as _ heretofore 
stated. 

Mr. Dallas was succeeded in the Treasury by William H. 
Crawford of Georgia, to whose able report on the currency, pre- 
sented to Congress in February, 1820, the reader is referred for 
many luminous details on that subject, which the limits of this 
article necessarily exclude. The amount of bank capital organized 
under State charters from 1814 to 1817, and the progressive in- 
crease thereof, is shown by the following official table: 


CRAWFORD’S REPORT. 


Year. Banks. Capital. 

TOEM iicececasncaas 200 ee $ 80,378,504 
ode EEE 208 aie 88,185,823 
NOG onan hts cccs 246 inca 89,350,707 
nt Gene eee about 250 ee 90,676,446 


Adding to the last the capital of the Bank of the United 
States, gives as the total of banking capital in 1817, $ 125,676,446. 
In the year 1818 was developed a period of general financial 
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distress and business prostration, consequent chiefly on the fact 
that the capital of the State banks which were organized between 
1811 and 1817 was to a great extent fictitious, and on this basis 
was erected a superstructure of credit which, with tue currency 
put forth on the same insufficient foundation, prepared the way 
for a crisis, which a committee of the Pennsylvania Legislature 
declared was “ unexampled since the period of the Revolution.” The 
phenomena of this crisis were summarized by Mr. Condy Raguet, 
President of the Chamber of Commerce of Philadelphia, and late 
charge @affaires of the United States to Brasil, as follows: 1— 
Ruinous sacrifices of landed property, under Sherifi’s sale. 2— 
Forced sales of merchandise, household goods, farming stock and 
utensils. 3—Bankruptcies among the agricultural, manufacturing 
and commercial classes. 4—General scarcity of money, and in- 
ability to borrow even on landed property. s5—General suspen- 
sion of labor. 6—An almost entire cessation of the usual circula- 
tion of commodities, business limited to the mere purchase of the 
necessaries of life. .7—Universal suspension of ail large manufact- 
uring operations. 8—Usurious extortions, whereby corporations 
instituted for banking, insurance, &c., possess themselves of the 
products of industry, without granting an equivalent. g9—The 
overflowing of our prisons with insolvent debtors. 10o—Numerous 
lawsuits. xr1—lLosses by depreciation of values. 12—General 
inability to pay debts, even for family expenses, &c. 

The Secretary of the Treasury made a report to Congress, at 
nearly the same date (February 12, 1820), confirmatory of these 
statements. “Poverty and distress,” he said, “are impending over 
the heads of most of those who have attempted to improve their 
farms by the aid of bank credits. So general is this distress, that 
the principal of the State Legislatures where the evil exists is at 
this moment directed to the adoption of measures calculated to 
rescue their fellow-citizens from the inevitable effects of their own 
indiscretion.” In the same document, the Secretary exonerated the 
Bank of the United States from charges preferred against it in 
Congress—that it was in any degree responsible for the commer- 
cial distress which arose from the transfer of the public funds, or 
by the depreciation of the local currencies. He was instructed by 
Congress to propose “such measures as in his opinion might be 
expedient to procure and retain a sufficient quantity of gold and 
silver coin in the United States, or 4 supply a circulating medium 
in place of specie, adapted to the exigencies of the country and 
within the power of the Government.” 

Thus was made in 1820 a special point of Congressional 
inquiry, the very question that in 1876 agitates the country, and 
divides it into two great parties, showing either or both of two 
things, viz.: that the experience of more than half a century has 
not improved the quality of opinion on the subject of currency, or 
that those who agitate the matter are ignorant of the fact that it 
has ever before been acted upon by Congress, and that in their 
hands it is an original proposition, on which depends the material 
prosperity of the country for all future time! 
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Secretary Crawford embodied the proposition in the following 
shape: 

“ Whether it is practicable to devise a system by which a paper 
currency may be employed as the standard of value, with sufficient 
security against variations in its value, and with the same certainty 
of its recovering that value, when from any cause such variations 
shall have been produced.” 

Mr. Crawford reported that to insure the possibility of estab- 
lishing such a currency, it was necessary: 

That the power of the Government over the currency be 
absolutely sovereign. 

2. That its stability be above suspicion. 

3. That its justice, morality and intelligence be unquestionable. 

4. That the issue of the currency be made not only to depend 
on the demand for it, but that an equivalent be actually received. 

5. That an equivalent can only be found in the delivery of an 
equal amount of gold or silver, or of public stock. 

6. That whenever from any cause it may become redundant, 
it may be funded at an interest a fraction below that which was 
surrendered at its issue. 

After an exhaustive analysis of these propositions, severally, the 
Secretary announced his conclusion in substance as follows: 

“Coinage and the regulation of money have, in all nations, 
been considered one of the highest acts of sovereignty. It may 
well be doubted, however, whether a sovereign power over the 
coinage necessarily gives the right to establish a paper currency. 

* * A metallic currency, having an intrinsic value, indepen- 
dent of that which is given to it by the sovereign authority, does 
not depend upon the stability of the Government for its value. 
Revolutions may arise; insurrections may menace the existence of 
the Government; a metallic currency rises in value under such 
circumstances. Not so with a paper currency. Its credit depends 
in a great degree upon the confidence reposed in the stability of 
the authority by which it was issued. Should that authority be 
overthrown by foreign force or intestine commotion, an immediate 
depreciation, if not an absolute annihilation, of its value would 
ensue. * * Millions may be issued in a few days, and defi- 
ciencies in the revenue promptly supplied, if the condition of 
receiving an equivalent is abandoned. ‘The moment the currency 
shall be issued as a financial resource, depreciation will follow, and 
all the relations of society will be disturbed.” 

The hkeness of circumstances in 1819 and 1875, respecting the 
state of the currency and the expedient proposed to correct re- 
dundancy and deficiency, by means of an “inter-convertible bond,” 
suggests something beyond mere coincidence. The concurrence of 
argument and opinion following the fact presents a close parallel 
of repetition at every step. It stamps the history of finance with 
the impress of a governing law, and it introduces certainty where 
before there seemed nothing but chance and experiment. 

The financial disorders which began in 1818 reached their 
height, and began to subside, in 1820. Mr. Crawford was suc- 
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ceeded in the Treasury by the Hon. Richard Rush of Pennsyl- 
vania, who gives the following picture of the state of commerce 
subsequently to that date: 

“No term of eight years since the establishment of the Gov- 
ernment was so exempt from the influence of external events that 
disturb the regular operations of National industry and commerce 
as the term ending with 1828.” In the Secretary’s official report 
of December 6 of that year will be found a retrospective view of 
the state of the currency, before and after the establishment of 
the Bank of the United States, sustaining the views already pre- 
sented by Mr. Crawford concerning the healthful influences of the 
institution over the general affairs of trade: “It received the paper 
of the State banks paid on public account, and, by placing it to 
the credit of the United States as cash, rendered it available 
wherever the public service required.” This was in effect to guar- 
antee the local currency on the footing of par in gold or silver. 

Mr. Rush was succeeded by the Hon. Samuel D. Ingham of 
Pennsylvania, who was appointed Secretary of the Treasury March 
6, 1829, and was himself succeeded by the Hon. Louis McLane 
of Delaware in August, 1831. This interval was signalized by the 
origin of what was called “the bank war,” the first note of which 
was sounded by President Jackson in his message to Congress of 
December 8, 1829. 

“The Charter of the Bank of the United States,” said the 
President, “ expires in 1836, and its stockholders will most proba- 
bly apply for a renewal of their privileges. * * Both the con- 
stitutionality and the expediency of the law creating this bank are 
well questioned by a large portion of our fellow-citizens; and it 
must be admitted by all that it has failed in the great end of 
establishing a uniform and sound currency.” As less than two- 
thirds of the Charter term of the institution had expired, and no 
apparent emergency invited the present agitation of the question, 
there was room for apprehension in commercial circles that another 
period of financial disturbance was suspended over the country; 
and a repetition of the attack by the President in the annual 
messages of 1830 and 1831, removed all doubt in the public 
mind of his determination to force the bank into liquidation. All 
the elements of a fierce “financial war” were made apparent. 
The Cabinet was not harmonious on the subject. The Secretary 
of the Treasury was openly opposed to the President. On the 
very next day after the last named message was delivered to Con- 
gress he presented his report for the year, in which he declared 
his conviction that the Bank was “a necessary part of the plans 
for the improvement and management of the revenue, and for the 
support of public credit.” He urged upon Congress an immediate 
renewal of its charter, without waiting for the application of the 
stockholders. To appreciate the consequences that must follow an 
attack on such an institution, with the manifest purpose of forcing 
the liquidation of its investments, it requires only that the volume 
of those investments be regarded, and a conception formed of the 
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wide-spread dismay that must penetrate every house of business, 
and every domestic household in the country, whose means of 
support and happiness were derived from commercial or manu- 
facturing employments! Nor could the humbler occupations of 
labor, with its millions of dependents for daily bread, be indiffer- 
ent to the threatening blow. 

The loans of the Bank amounted to $ 66,292,707. This pro- 
digious mass of credit was to be torn up by the roots, and thrown 
out upon the uncertain ocean of chance to seek re-investment. | 
Congress became alarmed at the possible consequences of such 
an event, and, with the hope of putting an end to the contro- 
versy, passed a bill in both Houses renewing the Bank Charter. 
But the measure was defeated by the veto of the President. The 
quadrennial election occurred the same year, and resulted in the 
choice of President Jackson by an overwhelming majority, which 
was regarded as a popular indorsement of his financial policy. 
The Secretary of the Treasury, in his report of December 5, 1832, 
advised Congress that doubts were entertained in some quarters of 
the safety of the Bank as a depository of the public revenues, and 
that, in consequence, he had appointed agents to examine into its 
condition. The President’s message of the same date expressed 
similar doubts, and indicated the propriety of removing the deposits. 
A committee of investigation was appointed by Congress, and on 
the two reports, together with the statement of the Bank Direct- 
ors, the House of Representatives declared, by a vote of 109 to 
40, that the public deposits might safely be continued in the 
institution. The three examinations agreed so closely as to exclude 
all possibility of collusion or error. ‘The Hon. Gulian C. Ver- 
planck of New York, Chairman of the Congressional Committee, 
stated in his report that they “had examined the report of the 
Treasury agent, and also the Directors of the Bank under oath, 
and that it appeared that on January rst, 1832, the Bank had 
$ 80,866,000 of available resources, and that its liabilities amount- 
ed to only $37,800,000.” 

After this report was rendered, and after the vote of confidence 
by Congress, Secretary McLane expressed his final determination 
to take no part in changing the custody of the public revenues. 
Whereupon the President transferred him to the State Department, 
to make room for a more pliable officer; but his successor, the 
Hon. William J. Duane of Pennsylvania, proved even less tracta- 
ble. He declared his unwillingness to act in the matter without 
reasons that would justify him in the eye of the law. The Presi- 
dent summoned a special meeting of the Cabinet for consultation, 
with no better result. He then announced that he would assume 
the responsibilty of issuing a mandatory order of removal, which 
he expected the Secretary to obey. But that officer, like his pre- 
decessor, deeming. the proposed action of the President illegal, 
would neither execute the order nor voluntarily retire from the 
office. The President had no alternative but to remove him by 
an arbitrary dismissal; and he appointed in his stead the Hon. 
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Roger B. Taney, whose opinions were known to coincide with 
those of the President, and by whom the removal of the deposits 
was executed in October, 1833. 

The removal of the deposits from the custody of the National 
institution, not only involved a change in the fiscal policy of the 
Government, but it opened an era of bitter political controversy, 
to which, unhappily, the commercial and industrial interests of the 
entire nation became subjected. The act was characterized as 
“the first Arovocatio ad populum—the first appeal from the Govern- 
ment to the Union, that invited the people to think and reflect 
on financial monopolies, and on the condition of their banks 
and the modern practice of banking.” 

That a problem which demands for its solution a knowledge 
of scientific principles, joined to practical abilities of an exceptional 
kind, should be cast upon the waves of popular commotion, was 
no proof of the fitness of the people to deal with such questions. 
The period was one of intense agitation on the subject of cor- 
porate monopolies, and it was easy to persuade the voting 
multitude that a great institution from which they derived no 
sensible gain was injurious to the many while inuring to the advan- 
tage of the few, though it might cover the whole country with 
its beneficent influences. It was therefore but little, if anything, 
else than an appeal to the political passions of the time, which 
burned with extreme ardor. But it proved sufficient in the hands 
of skillful leaders to fasten upon the country a financial policy 
which has been maintained for nearly half a century, in spite of 
its manifest inadequacy to meet the commercial wants of the 
country, or to prevent the frequent recurrence of periods of panic 
and insolvency. ‘The grounds of this abnormal departure from a 
system which had answered all the requirements of successful 
commerce from 1791 to 1811, and from 1816 to 1836, are fully 
set forth in a paper addressed to Congress by Secretary Taney, 
December 3d, 1833, and in a letter of the same to the Committee 
of Ways and Means of the House of Representatives, April 15th, 
1834. Mr. Taney virtually waived the question of legality by 
declaring that, “as the Secretary of the Treasury presides over 
one of the executive departments of the Government, and his 
power over the subject forms a part of the executive duties of his 
office, the manner in which it is exercised must be subject to the 
supervision of the officer to whom the Constitution has confided 
the whole executive power, and has required that the laws be 
faithfully executed. * * The language of the law,” said Mr. 
Taney, “and the usage of the Government, establish the following 
principles: 1. That the power of removal was intended to be 
reserved exclusively to the Secretary of the Treasury, and that 
(even) Congress could not direct it to be done. 2. That the 
power reserved to the Secretary does not depend for its exercise 
merely on the safety of the public money in the bank, nor upon 
the fidelity with which it has conducted itself.” 

An Act of Congress authorized the Secretary of the Treasury 
to select as many of the local banks as were necessary in his 
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judgment for the efficient performance of the fiscal service. These 
were twenty-nine in number. The amount of deposits transferred 
to them (October, 1833) was $11,000,000. With this came to an 
end the service of a National Bank as the fiscal agent of the 
Government; and began the second trial of the local banks, 
or the “deposit system,” as it was called, in distinction from 
that of the National institution. It is a striking fact that while 
the Treasury officers were apprehensive that the Bank of the 
United States was an unsafe depository for $11,000,000, with 
available resources of $42,000,000 above all its liabilities, they 
expressed no such apprehension, when, on November 1, 1836, the 
Treasury balances rose to $49,377,985, in banks which were 
carrying 182,000,000 of loans on an aggregate capital of 
$77,576,449. Nor is any comment needed on the fact that these 
deposit banks fell in default to the Government within a single 
year; and that the Solicitor of the Treasury refrained from legal 
process against them, only because he feared that by such a 
course heavy losses would be entailed on the Government. In 
short, the “ deposit system” proved not only a failure but a fraud. 
President Jackson wrote from his retirement at the Hermitage, in 
1837: “The history of the world never has recorded such base 
treachery and perfidy as has been committed by the deposit 
banks against the Government.” 

Mr. Taney being transferred to the bench of the Supreme 
Court, Levi Woodbury of New Hampshire was appointed Secre- 
tary of the Treasury, June 27th, 1834. 

The immediate consequence of the “war” on the Bank of the 
United States was the incorporation by the several State Legisla- 
tures of local banks to fill the ‘place of the capital that was 
expected to be withdrawn. In the ten years from 1820 to 1830, 
twenty-two new banks were organized, with an aggregate capital 
of $8,000,000, and a paper circulation of $16,500,000; which, 
probably, was no more than keeping at even pace with the 
development of our national resources, and the increase of business. 
In the seven years following (1830-1837), 304 new banks sprung 
into existence, with an aggregate capital of $ 145,000,000, and a paper 
circulation of $89,000,000. The mass of bank loans increased 
during the same period from $ 200,000,000 to $525,000,000. The 
Bank of the United States, instead of going into liquidation, 
bought a charter from the State of Pennsylvania, and maintained 
its proportion in the general swell of credit. 

The revenues from duties on foreign merchandise and from the 
sale of public lands so increased in the several years following 
1830, that the Secretary of the Treasury, in view of the liquida- 
tion of the public debt, gave notice (1833) that interest on all 
outstanding obligations of the Government would cease on the 
first of January, 1834; and President Jackson, in his message of 
December 7, 1835, made the following gratifying announcement : 

“ All the remains of the public debt have been redeemed. * * 
All the other pecuniary obligations of the Government have been 
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honorably fulfilled, and there will be a balance in the Treasury at 
the close of the present year, of about $ 19,000,000.” 

The expansion of credit consequent on the increase of bank cap- 
ital, as already stated, began to be a source of uneasiness. Within 
three years the loans had risen from $ 200,000,000 to $ 365,000,000, 
and the paper circulation from $61,000,000 to $ 104,000,000, 
This alarming swell of credit could lead to but one issue. It was 
founded principally on the rapid increase of the Treasury balances 
after the depletions by payment of the public debt came to an 
end. Those balances were still further enlarged by sales of the 
public lands, in which an unusual speculation began in 1830. 
The receipts from this source had averaged for a long time but 
little over $1,000,000 a year. In 1830 they rose to Posi 
and in 1831 to $3,000,000. In 1834 they were $5,000,000; in 
1835, $15,000,000; and in 1836, $25,000,000. This extraordinary 
movement threatened to defeat the beneficent policy of the Govern- 
ment, which allowed sections of land to be taken up by actual 
settlers, whereby the public domain would become productive. It 
was especially designed, also, to favor emigration from foreign 
countries, men and families being the true source of National 
wealth. The number of emigrants sailing from Liverpool alone at 
this period was 10,000 a month. It was computed by British 
authorities that American ship-owners received at least two-thirds 
of the passage money, and that each emigrant brought /£ 1s, 
making an annual gain to the country of $10,000,000 in specie 
from this source alone. 

To check the speculation, President Jackson caused an order 
to issue from the Treasury Department prohibiting the receipt of 
anything but gold and silver coin in payment of lands sold. The 
immediate effect was to deplete the banks of the commercial 
cities of their specie, and to stagnate: it in the Western deposi- 
tories, its transportation being at that time both difficult and dan- 
gerous. This process soon weakened the Eastern banks, which 
were obliged to withstand, also, the drain for foreign shipment. 
That the order of the President was salutary, so far as it checked 
the purchase of lands for mere speculation, could not be denied; 
but it led to a new extension of credit by the banks where the 
specie was deposited, and constituted a basis on which new banks 
were organized still further to inflate the volume. The following 
extract from the message of the President to Congress, December 
6, 1836, accurately describes the process: 

“From the returns made by the various Registers and Receiv- 
ers in the early part of last summer, it was perceived that the 
receipts arising from the sales of the public lands were increasing 
in an unprecedented manner. In effect, however, these receipts 
amounted to nothing more than credits in bank. The banks lent 
out their notes to speculators; they were paid to the Receivers, and 
immediately returned to the banks to be lent out again and again, 
being mere instruments to transfer to speculators the most valua- 
ble public lands, and to pay the Government by a credit on the 
books of the banks. * * Each speculation furnished means for 
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another, * * and the banks were extending their business and 
their issues so largely as to alarm considerate men, and render it 
doubtful whether these bank credits, if permitted to accumulate, 
would ultimately be of the least value to the Government.” 

There was yet another source from which the banks derived 
the means for an extension of their credit. The accumulation of 
the revenues was much beyond the wants of the Government. 
The extraordinary spectacle was presented of a great nation free 
from debt, and with a large surplus on hand for which it had no 
use. What to do with it was the troublesome question. A still more 
extraordinary spectacle was witnessed, of a Government returning taxes 
to the people. Congress passed an act June 23, 1836, to re-distrib- 
ute to the States, in the proportion of their representation, all excess 
above $5,000,000 that might be in‘ the Treasury on the first 
of January, 1837, the same to be repaid on the cail of Congress, 
for any future needs of the Government. The distribution was to 
be made in four quarter-yearly installments. Three of these install- 
ments were duly paid over to the States; but the accession of 
a commercial crisis caused such a falling off in the revenues that 
the Treasury was left without means to pay the fourth installment, 
which was postponed by act of Congress, October 2, 1837. No 
subsequent action was taken on the subject. The whole sum 
voted for distribution was $ 37,468,860. The amount actually dis- 
tributed was $28,101,644, being three-fourths of the total, less 
the apportionment to Virginia, whose Legislature declined to share 
in what it declared by vote to be an unconstitutional act.* 
Although the act of Congess provided for the contingent return 
of the money to the National Treasury, it is not likely ever to be 


reclaimed. 
——— 


LIGHT SOVEREIGNS.—The Bank of England clips every light sovereign that 
comes into the Bank. The weighing of every sovereign is accomplished 
quickly; they weigh 3,000 in an hour with one machine. Mr. Palmer, the 
Deputy-Governor, informed the House of Commons Select Committee of last 
session on banks of issue, that last year the Bank of England weighed coin to 
the,amount of £ 23,100,000, and rejected £ 840,000, or about 3-6 per cent., as 
being light gold. For this last amount the Bank paid the value, making a 
deduction for the deficiency of weight, which is generally about 3d. or 4d. per 
light sovereign. It was stated to the committee that boxes of correctly 
weighed gold sent by the Bank of England to Scotland, frequently came back 
without having been opened, and Mr. Palmer stated that there is then some 
reduction for light weight. He explained this by adding that the mere shak- 
ing of the sovereigns on the journey will make a slight difference. There is 
a point at which every sovereign becomes light, and many sovereigns turn 
that point on the journey. Mr. Hodgson, M. P., a bank director, stated 
that in a box of 5,000 sovereigns the number which would be found to have 
turned the point would generaliy be about eight if they have not been dis- 
turbed; and he added: “ You are aware that the sovereign which is in your 
pocket at 8 o’clock in the morning is not the same sovereign at 12 o’clock at 
night.”” After this rather alarming announcement it is satisfactory to find Mr. 
Hodgson stating also that the charge for light weight on the eight deficient 
sovereigns would be about 2d. per coin, making only 16d. on the box of 
4% 5,000; so that, says he, “it really amounts to nothing.”—London Times. 


* The “reconstructed ” State, since the Rebellion, having no such objections, has since applied 
for and received its share. 
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INTERNATIONAL FINANCIAL LAW. 


RESPONSIBILITY FOR WRONG PAYMENT OF DRAFTS BY ENGLISH 
BANKERS—CROSSED CHECKS. 


To the Editor of the Banker's Magazine: 

In the letter from London to Messrs. Neher & Calder of 
Troy, N. Y., which was published in the December number of 
your Magazine, I took the ground that English bankers were not 
responsible for payments of demand bills to the wrong person. The 
question has since been prominently discussed as to how American 
bankers can protect themselves. The device to which my atten- 
tion has been called, and which has been suggested by parties in 
London, will not work well, I apprehend. I refer to the device 
of using what are known in England as “crossed checks.” 

By reference to the great work of Byles on Bills [6th Am. Ed. 
§ 22], it will be found that it has long been the custom in Lon- 
don and throughout England to write across the face of a check 
the name of a banker, the design being to direct the drawees to 
pay the check only to the banker whose name was written across. 
The object has been to invalidate the payment to a wrongful 
holder in case of loss. But the effect at common law was simply 
to direct the drawees to pay the check, not to any particular 
banker, but only to some banker, and not to restrict its negotia- 
bility. The statute of 19 and 20 Vict., c. 25, enacted that in 
every case where a draft on any banker, made payable to bearer 
or to order on demand, bears across its face an addition of the 
name of any banker, or of the words “and company,” in full or 
abbreviated, either of such additions shall have the force of a 
direction to the banker that it is to be paid only to or through 
some banker, and the same shall be payable only to or through 
some banker. 

Under that statute, a payment of such a check otherwise 
than through some banker was, at one time, thought to be 
invalid. But it was held in Simmons v. Taylor, 27 L. J. 45; 4 
C. B. N. S. 463, that the crossing was no part of the check; 
that its obliteration was not a forgery, and that the payment, 
without negligence, of a check, the crossing of which had been 
obliterated, to a holder not a banker, was a good payment. 

A further statute was passed after the decision in Simmons v. 
Taylor, viz.: the statute of 21 and 22 Vict. c. 79, §§ 1-3, making 
the crossing a part of the check, and the fraudulent obliteration 
or alteration of the crossing, a felony. This statute, however, 
allows the lawful holder to cross a check, and, on a check already 
crossed with the letters “ & Cv.,” to prefix the name of any 
banker. But if the check is crossed with the name of a particu- 
lar banker, it is made payable only through that banker. 
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It was thought that this statute had settled the matter pretty 
thoroughly. But a very recent case, Smith v. Union Bank, holds 
that a banker, having paid a check, payable to order to a bank 
whose name was not in the crossing, was nevertheless exempt 
from liability to the original holder from whom the check had 
been stolen. The ground of the decision was that the former holder 
could not sue, because he had sustained no damage. But how is 
it with the drawer? If he has paid away the check, sold it, 
may it not be that it is not he who is damaged, but the holder 
who has lost it? And unless he can sue, then it is plain that 
bankers may disregard crossings with impunity, and that the 
security of crossing amounts to nothing. 

The Court, in Smith v. Union Bank, intimated that the Eng- 
lish statute was only intended for the protection of the drawer. 
But whether the drawer has any interest in the matter depends 
upon his relations with the party in whose favor the draft is 
drawn. If, after the draft is sold by the drawer, the Holder loses 
it, and it is paid to the wrong person, or to any one who has 
given value for it, the question arises whether the drawer is at 
all responsible to the holder. 

The courts look with disfavor upon statutes restraining, or in 
any way interfering with the negotiability of checks or drafts. 
Besides, even admitting that the system of crossing checks pro- 
tects the drawer, if not the holder, it would be very inconvenient 
in many cases for the drawer of a foreign draft, an American 
banker, to enforce his claim, under the English statute, against 
the English banker, and in English courts. Under the decision in 
Smith v. Union Bank the system of crossing checks is a poor 
protection; for a draft on English bankers, although crossed, may 
be stolen or lost, disposed of by the thief or finder, and if the 
subsequent holder, who gives value for it, presents it at a bank, 
and it is paid, the original holder has no remedy. The remedy, 
if any, is with the drawer; and this, in the case of foreign drafts, 
may be uncertain, troublesome, and expensive. 

But there is still another element in the English statute, which 
must not escape notice. It provides that where a crossing has 
been so altered or obliterated as not plainly to appear, a wrong 
payment in consequence, if without fraud or negligence, shall not 
be questioned. It probably is quite easy to obliterate these cross- 
ings, and, in case it is done, there is absolutely no protection to 
either the drawer or original holder. 

The best method doubtless is, as you suggested in your De- 
cember number, to avoid making demand bills or drafts payable 
in England, and make, instead, bills or drafts payable at one, 
two or three days after sight. This would at least get rid of 
some of the effects of the English statute relating to demand bills 
and notes mentioned in my former letter. 

A. P. SPRAGUE. 

Troy, N. Y., January 11, 1876. 
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THE USURY QUESTION. 


[An address before the Bankers’ Convention at Saratoga Springs, July 22, 187s, 
by GEORGE R. GiBsON, Cashier of the Farmers and Merchants’ Bank, Mattoon, 
Illinois.] 


I do not invite your attention to’a matter of recent or local 
interest, but to a subject as old as commerce, and as important as 
old. 

Interest on money finds its justification in the rights of prop- 
erty. States and Legislatures, from periods of great antiquity to 
the present time, have arrogated to themselves the delicate preroga- 
tive of fixing what the rate of interest should be in all commer- 
cial transactions, and anything taken above the established rate, as 
compensation for its use, constitutes usury. 

If, by an appeal to history and a test in the crucible of com- 
mon sense, we discover that these laws violate the plainest princi- 
ples of commercial freedom, which so perfectly regulate values in 
all other departments of business; that they encourage a strong 
public disregard of law, with all its concomitant evils, and that 
they plunder instead of protect the borrower in whose interest they 
are enacted, we shall at once be able to appreciate the impor- 
tance of the question to a couniry which retains these restrictive 
laws upon the statute books of twenty-nine of her States and two 
of her Territories. 

Usury has a history. Reaching far back in the dim twilight 
of ancient histcry, an active discussion was maintained as to 
whether any interest on money was justifiable, and we find the 
great Aristotle expounding the economic heresy, that, money being 
naturally barren, to make it breed money was preposterous and a 
monstrous perversion from the end of its institution. Much of the 
prejudice and superstition of the present day on this question is 
attributable to the false views held by the early Fathers of the 
Church, and whose absolute sway over the opinions of men 
enabled them to tincture the sentiments of coming centuries with 
their wrong conceptions of the nature and functions of money. 
The churchmen were misled by erroneous interpretaticns of the 
Hebrew Scriptures, especially that passage in Deuteronomy: “ Thou 
shalt not loan upon usury to thy brother, usury of victuals or of 
any thing; unto a stranger thou mayest lend upon usury.” 

All commentators concur that usury in a Biblical sense means 
any interest or increase whatsoever, and not necessarily an exor- 
bitant rate. If the taking of interest were wrong fer se, why was 
permission expressly granted to take usury from a “stranger?” 
This was indisputably a municipal and political ordinance of the 
Jewish people, and not a moral precept of universal obligation. 
‘The Jewish lawgiver sought to encourage agricultural pursuits, pre- 
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ent entangling foreign alliances, suppress a commercial and specu- 
lative spirit. ‘That the usury law of that time well served its 
purpose admits of no doubt. 

Without occupying your attention by a review of intervening 
history, and without recording the course of usury legislation else- 
where in Europe, we may direct our minds to England, from 
whose jurisprudence we directly inherit our Usury laws, and if 
“history be philosophy teaching by example,” may we not hope 
to derive some valuable lesson from her experience ? 

The history of that country, as it relates to our subject, 
divides itself into tnree epochs: the arbitrary period from Alfred 
to Henry VIII., the paternal from Henry VIII. to George IIL, 
and the commercial from George III. to the present time. 

The first epoch, which derived its principles from the com- 
munistic spirit of Jewish theocracy, denied that money was entitled 
to interest, and condemned usury as a heinous offense against God 
and man. Whipping, exposure in the pillory, forfeiture of lands, 
chattels, and the rights of Christian burial, were among tie pen- 
alties of the time. During this pericd the Jews were banished 
the realm on account of usurious practices, and as Perrault, a 
writer of the time. remarks: “ By that act Edward killed the gocse 
that laid the golden eggs.” 

The reign of Henry VIII., during which the “doctrine of 
loans and interest” was recognized, ushers in the second epoch, 
which derived its principles from the Justinian code. The spirit 
of this time denied the ability of a citizen to make a contract, 
and tacitly assumed that the State should supplement his inability 
by its guardianship. ‘The third and iast period of English history 
is that of commercial and monetary freedom ; Great Britain having 
during the reign of Victoria removed the restrictions which ham- 
pered her commerce in the final abolition of her usury laws. ‘This 
period of her history is based upon tie doctrine that every man is 
entitled to the free use and disposal of his legal acquisitions. The 
right of making a contract is a right born with the individual, and 
is a pat of his existeice; upon this principle of rights, inherent 
in the individual, is based the splendid superstructure of republic- 
anism. This view was very ably maintained by a Senatcr from 
Missouri, who said: “It is this principle which converts the legis- 
lation of centuries into cumbersome rubbish. It is this doctrine 
which through the slow but gure labor of centuries changed the 
will of the tyrant isto the institutions of freedom for the people 
of England, and which, in consequence of the arduousness of the 
task and slowness of the labor, leapt across the Atiantic and 
founded our republic in the wilds of a new continent.” 

Step by step England removed the obstructions to her com- 
merce, and freedom was thus evolved out of imperial absolutism. 
The same act which during the first pericd was an atrocious 
crime, became a legitimate cccupation during the second, and an 

onozed profession during the third. It is a sad commentary upon 
our statesmanship that we retain this “relic of barbarism” upon 
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our statute books, whilst the great commercial nation from which 
it is derived has most emphatically repudiated it. 

The right of money in use to exact interest, though for a 
long time stoutly denied, is now so universally accepted that it 
needs not the support of argument. However, many still suppose 
that the ra/e of interest can be and ought to be fixed and gov- 
erned by statute. In reply to this it may be said that there are 
natural commercial laws which control the market value of money, 
which may be complicated, but never defeated, by any artificial 
laws. 

All political economists of note agree that there are at least 
three conditions upon which the natural rate of money depends: 
First, the productiveness of labor; second, the supply and demand 
of loanable capital; third, the hazard of its employment. 

Omitting for the moment all consideration of risk, we find 
the other two conditions always combine. If in a given place the 
supply of money is small, but labor is highly productive, the com- 
petition for this limited supply may result in a rate higher than 
the maximum fixed by statute. In this case lenders and borrowers 
will inevitably evade the law, and the hazard which the lender 
thus runs in defying the law leads to an additional charge to the 
borrower as indemnification for such risk. 

An illustration of the working of this natural law may be 
found in the State to which the writer belongs. The compara- 
tively large area of tillable land in the State of Illinois, and its 
wonderful fertility and productiveness, have conspired to make it, 
perhaps, the greatest agricultural State in the Union. The relative 
ease with which abundant harvests are produced; the facility with 
which immense herds of live stock are fattened, and the wide 
ramifications of its net work of 6,000 miles of railroads, offer- 
ing easy transportation, have rendered farming and _ stock-raising 
highly profitable. To successfully control these vast interests, more 
money has been required than the agricultural class possessed, and 
they went into the market as borrowers, offering their broad acres 
of rich and valuable land as security. But until this investment, 
as safe as the solid earth itself, rose in the esteem of Eastern 
capitalists, the supply of money was inadequate, and rates ranged 
high—much above the statutory limit. Recently the influx of 
capital into the State, seeking this substantial security, has made 
competition among lenders instea® of among borrowers, and rates 
are declining to nine per cent. in the country, and as low as eight 
per cent in the cities. And the usury laws have had absolutely 
no effect upon rates in that State. It is folly to suppose, because 
a certain rate is established by law, that borrowers can necessarily 
secure money at that rate. 

Money to-day is redundant, and cheaper than ever known in 
the chief monetary centers of Europe and America. Beginning 
with the American panic of 1873, extending to Vienna and Berlin, 
and later to London and Paris, there has been a collapse and 
reconstruction of credits, over-production in manufactures, and 
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over-speculation in trade. The reaction has come, and profitable 
fields for the investment of capital with a minimum risk being 
few, competition ensues and rates decline. Like water freed from 
confinement, it seeks its own level. 

Buckle, in his “ History of Civilization,” undoubtedly embodies 
the correct idea: as no prohibition can destroy the natural rela- 
tion between demand and supply, it has followed that when some 
want to borrow and others want to lend, both parties are sure to 
find means of evading a law which interferes with their mutual 
rights. 

If the two parties were left to adjust their own bargains, 
undisturbed, the usury would depend upon the circumstances of 
the loan, such as the amount of security and chance of repayment. 
The law, however, complicates this transaction, and the borrower 
not only pays the natural risk, but also the risk incurred by the 
lender in violating the law. The lack of wisdom of the usury 
laws is revealed in the fact that they have increased what they 
were designed to destroy; they have compelled men by their imper- 
ative necessities to violate the laws, and, to cap the climax, she 
penalty of such violation falls upon the borrower,—that is, upon him 
whom the State would fondly protect. If such legislation is 
friendship, a man may well pray to be delivered from his friends. 
Acts which are so violative of personal freedom, and which so 
outrage common sense, are seldom obeyed, and they engender a 
disrespect for law that blunts the moral sense of men, which is of 
the most demoralizing nature. 

The usury law is a cast-iron jacket, entirely incapable of 
adapting itself to the changing demands upon it, as no com- 
modity is so sensitive to disturbance and fluctuation in the open 
market as money. 

We impeach the makers of these laws as guilty of the 
grossest inconsistency in fixing a stipulated rate for money, which 
is an article of commerce as horses are articles of commerce. As 
well might the law fix a uniform value for all the horses of a 
country as for money. 

These laws ignore the fundamental principle that ‘ compensa- 
tion should be proportioned to risk.” Money differs from other 
commodities chiefly in its more general purchasing power, and 
the services of the lender of money are as valuable to society as 
those of any commercial class, and it is invidious to discriminate 
against them. ‘The makers of these laws are further inconsistent 
in assuming to know the necessities and circumstances of each 
individual better than he himself, and in impairing the obligations 
of contracts entered into in good faith. 

The immortal Locke best expresses our ideas: “ Money is a 
commodity, and is as necessary to trade as food is to human life, 
and everybody must have it at what rate they can get it, and 
invariably pay dear for it when it is scarce.” You may as naturally 
hope to set a fixed value on the use of houses or ships as money. 
Those who will consider things beyond their names, will find that 
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money, as well as other commodities, is liable to the same change 
and inequality, and the rate of interest is no more capable of 
being fixed than the price of land. Though the evils of usury 
legislation are patent to all men of business experience, yet few 
States are untrammeled by their exactions. 

Massachusetts, forward in all good reforms, has demonstrated 
the policy of free trade in money, and that the abolition of old 
laws is often more progressive than the enactment of new ones. 
The repeal of the usury laws by that State in 1867 has met with 
universal and unequivocal indursement by the commercial and 
borrowing classes of that State. In 1872 4,000 of the largest 
borrowers among the mercantile establishments of New York 
petitioned the New York Legislature for the repeal of the usury 
laws, indicating ‘the sentiment of the borrowing class in our great 
commercial metropolis. 

Let this Convention of Bankers, representing, as it so admira- 
bly does, the great and growing interests of our commonwealth, 
enter its most emphatic protest against these restrictive laws as 
unwise, unjust, and oppressive. 


NEE eee 


THE NATIONAL BANKS. 


To the Editor of the Banker's Magazine. 


In the number of your Magazine for November last, you gave 
me space for a brief reply to a previous article by Mr. Robert 
Morris, on the subject of the National Banks; and in the succeed- 
ing number Mr Morris has noticed some of the minor points of 

y reply. 

One of the points noticed by him is my statement that the 
local discount upon State Bank notes was, in former days, “ often 
ten per cent. and upward;” in reference to which he says that, 
with scarcely an exception, the alleged discount of ten per cent. 
“can appy only to wél/d-cat notes issued by the far off Border 
States of the South-West.” But, with an excess of candor in this 
instance which largely atones for an apparent want of it in his 
former article, Mr. Morris then proceeds tv give a series of quota- 
tions, by which it appears that in Philadelphia, in various years 
from 1814 to 1841, the notes of State Banks in the city of Boston, 
and of those in the States of Maine, Western Pennsylvania, Dela- 
ware, Maryland, Virginia, the Carolinas, Georgia, Florida, Alabama, 
Louisiana, Mississippi, Kentucky, Tennessee and Ohio, were at 
rates of discount varying from two to ten, twenty, forty, and even, 
in some instances, seventy-five per cent. below their par value. 
Surely, it cannot be said that these notes were all “ wild-cat” 
notes, nor were the States which issued them all “far off Border 
States of the South-West.” In point of fact, two of them are New 
England States; while more than half of the whole number men- 
tioned are on the Atlantic sea-board, and were, during a great 
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portion of the period referred to, the heart of the Union. When, 
therefore, Mr. Morris says it is untrue that the local depreciation 
of State Bank notes was formerly as much as ten per cent., and 
then himself furnishes evidence that for extended periods the dis- 
count in Philadelphia upon the notes of more than one-half of the 
then States of the Union very greatly exceeded that rate, further 
discussion of this point seems to be needless. 

In this connection Mr. Morris intimates that it is not an 
extravagant idea which assumes that State Bank notes, if now per- 
mitted to circulate, would be within three per cent. of par in 
gold; but it is probable that he has a monopoly of this opinion. 
Why should such be the case ? What valid reason is there why 
the circulating notes of any State Bank which ever existed in this 
country should to-day be worth more than our present National 
Bank currency ? The security for this currency is the Government 
itself, and its credit must always be equal, at least, to that of the 
Government’s own issues. Indeed, in one sense its credit should 
be greater; for by reason of the margin between the amount of 
Government bonds deposited and of the circulation issued, the 
bonds might become considerably depreciated, yet the security for 
the redemption of the notes remain ample. If Mr. Morris means, 
simply, that notes redeemable in gold are worth more than notes 
not so redeemable, the statement will not be questioned. But 
that is not his proposition; and it seems absurd to suppose that 
any State Bark system ever known could be unafiected by those 
well-known influences which have for so long depreciated even the 
issues of the Government itself. 

Mr. Morris sees infinite danger to the republican institutions of 
the country, from the existence therein of 2,200 distinct and widely 
scattered National organizations, each one governed by its own 
local board of managers; but he apprehends none whatever from 
a monster parent bank and branches, greater than the world ever 
saw, and controlled by one central power. But it is an axiom of 
political philosophy, at least in a republican form of government, 
that in proportion as power and control are centralized do they 
become a source of danger; so that, admitting his fears to be 
reasonable, it seems clear that the substitution of the colossal 
institutions which he advocates, in place of the present National 
Banking system, would only intensify that danger. 

But the main point made by me—ard which Mr. Morris does 
not meet—is, that, admitting the worst which may be truthfully said 
of the National Banking system in regard to its security, stability, 
and the measure of its ‘financial success, it has not been excelled, 
nor even approached, in these respects by any other system known 
to history. Nor is there a promise of superiority in any system 
yet proposed to supersede it. The National Banks have now 
been in operation more than a decade, their present liabilities 
reaching nearly 2,000 millions of dollars; yet the utmost loss 
resulting during this whole period from all the failures of these 
institutions is not equal to one per cent. upon this vast amount 
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of business; while upon the 352 millions of National Bank circu- 
lation which have been issued, there has not been, nor can there 
be, one penny of loss to the holders. In fact, until very recently, 
the notes of broken National Banks have commanded a premium.* 
These results challenge and defy comparison. 

The National system has, perhaps, its defects. It may need 
amendment; and it is of course possible that other systems will 
yet be devised which shall excel it. But until one be pre- 
sented which does not contain within itself tenfold more dangers 
and defects than are alleged against the present system, it surely 
were better “to bear those ills we have, than fly to others that 
we know not of.” E. W. 





THE TAXATION OF BANK SURPLUS. 


REPORT OF THE COMMITTEE OF BANK OFFICERS OF THE CITY OF 
NEW YORK. 


[At a meeting of Bank Officers, held on December 21, 1875, 
at the Clearing-House, the following report was accepted and 
unanimously adopted. 

It was also voted that the same Committee, with the addition 
of Mr. George S. Coe, be continued, and requested to take all 
further necessary steps to secure the best interests of the banks 


in the vital questions involved.] 

The Committee chosen at a meeting of Bank Officers on the 
29th of October last, to whom was submitted the entire subject of 
Bank taxation, beg leave to report: 

The latest authority under which States exercise the right to 
tax National Banks is found in the law of the United States, of 
February roth, 1868, which provides that the Legislature of each 
State may determine and direct the manner and place of taxing 
all the shares of National Banks located within said State, subject 
to the restriction that the taxation shall not be at a greater rate 
than is assessed upon any other moneyed capital in the hands of 
individual citizens of such State. 

The New York State Law of 1866 reads as follows: “ No tax 
shall hereafter be assessed upon the capital of any bank or bank- 
ing association organized under the authority of this State, or of 
the United States, but the stockholders in such banks, and banking 
associations, shall be assessed and taxed on the valve of their shares 
of stock therein * * * * * but not at a greater rate than is 
assessed upon other moneyed capital in the hands of individuals 
in this State.” 

It is interesting carefully to observe the phraseology of the law of 
1866, in order to see if that is not explained by the law of the year 

* For the benefit of foreign readers we explain this fact. Prior to the act of June 22, 1274, 
the amount of National Bank circulation was limited by certain restrictions. New banks could, 


therefore, only obtain the privilege of issuing notes by purchasing the circulation of other banks. 
—Eb. B. M. 
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before, in reference to what was intended by the Legislature when 
it used the phrase—“ value of their shares.” The law of 1865 
provides that “all shares in any banking association organized 
under this Act, or the Act of Congress, shall be included in the 
assessment of taxes, but not at a greater rate than is assessed 
upon other moneyed capital, etc.; provided, that the tax so 
imposed upon such shares shall not exceed the par value thereof.” 

This was the express provision in 1865—“far value.” When 
value was used in 1866, is it not reasonable to infer that par value 
was understood ?_ Especially when that definition was universally 
accepted as the true one, and acted upon by the authorities of 
the State and City for ten years without a question of its correct- 
ness. Your Committee cannot presume the Legislature meant to 
set a trap in which to catch surplus! 

But now the Tax Commissioners claim the right to tax the 
surplus alike of National and State Banks, and not only the actual 
surplus, but what appears to be the aggregate amount of surplus, 
discount, interest and exchange added together, as they appear on 
the books of the bank, making no allowance for discount unearned 
or doubtful debts. 

So far as sound banking is concerned, this premeditated tax 
squarely conflicts with it. And, so far as the policy of the United 
States can be inferred from its acts, this tax is in direct opposition 
to the General Government. For, on this subject of suzflus, the 
National Bank Act sets forth, Section 23, as follows: “ The Directors 
may semi-annually declare dividend, etc., but each association shall, 
before the declaration of a dividend, carry one-tenth part of its 
net profits of the preceding half-year to its surplus fund, until the 
same shall amount to 20 per centum cf its capital stock.” 

On the other hand, the Tax Commissioners of New York City 
practically say to the Directors: “If you comply with this law 
we will tax you every year three per cent. on all additions to your 
surplus fund.” In reply, your Committee ask, is the United States 
to be circumvented, to have its conservative purpose frustrated, by 
local or State authority? In other words, is the Government 
willing to lend itself to the creation of a brood of weak banks— 
such as there certainly will be, if banks are forced to a division 
of their surplus funds (and one bank has already commenced 
such division)—instead of building up strong and safe banks that 
will command the confidence of the public? Seriously, is not 
any State law void that tends to defeat the intention of Congress ? 

While, then, your Committee emphatically disclaim for you 
and themselves any desire to escape or evade the payment of a 
full share of taxes, both State and United States, they cannot 
resist the conviction that banks are required to do more, especially 
under the recent construction of the New York State law. 

For observe, the United States not only do not tax the 
surplus, but they allow a bank to deduct from its capital stock, 
all United States bonds—either on hand or deposited in Wash- 
ington—and require payment of tax only on the balance. While 
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the city authorities allow no such deduction, but require tax to be 
paid on the full value of its shares, zwc/uding the sum invest¢d ia 
United States stocks. This, too, when cther personal property is 
reduced in valuation to 60 cents on the dollar, and the bank 
share is kept at 100,—a discrimination of 40 per centum against 
the banks! Now, what difference, in resu!t, does it make, whether 
the banks are assessed at a greater rate of taxation (which the 
law expressly prohibits), or suffer an increase in the valuation of 
bank property of 40 per cent over other property? It should 
not be overlooked, too, that in the hands of an individual, United 
States bonds, and even legal tenders, are exempt from taxation 
altogether. 

Your Committee having thus attempted to show how taxation 
bears unequally on banks, both National and State, it only remains 
to suggest the remedy. It is threefold: 

1st. An application should be made to the State Legislature 
to define what is meant by “ va/ve” of bank shares. 

2d. Apply to Congress to restrict and define the right granted 
to the several States to tax National Banks; and enact, that taxa- 
tion shall not exceed a certain percentage on the shares, and the 
surplus fund shall be exempt from taxation whenever it does not 
exceed 50 per cent. of the capital. 

3d. The last source of relief is the oniy one in the hands of 
Bank Managers—namely, to decline to pay to the city the tax 
assessed on the shareholders of the several banks. 

Your Committee take the liberty of inserting here, as a part of 
their report, a revised copy of their letter to Hon. John Jay Knox, 
Comptroller of the Currency, premising that Mr. Knox so far 
approved the letter, that he incorporated into his annual report 
the more important suggestions contained in it. 

The Secretary of the Treasury, however, does not in _ his 
report recommend any relief; on the contrary, he advises Congress 
to authorize the issue of a bond bearing /our per cent. interest, 
instead of five, as a basis for bank circulation, without any abate- 
ment of existing taxes. ‘This would leave, after the payment of 
the annual one per cent. tax on circulation, only 3 per cent. 
interest for all such investments—further reducing the income from 
circulation by so much. 

New York, November 8th, 1875. 
Ffon. John Jay Knox, Comptroller, etc., Washington City. 

Sir: A very interesting and important question to National Banks has 
arisen out of a suit in Albany, between the Tax Commissioners and the National 
Exchange Bank of Albary. 

It appears that said bank, or a stockholder, refused to pay the tax assessed 
on shares, at par, on the ground that the shares of the Mechanics and Farm- 
ers’ Bank—a State Bank—were assessed at no higher value than those of the 
Albany Exchange Bank, though worth several times more. 

The Court in Albany is understood to have decided that the Albany 
Exchange Bank had no right to complain, inasmuch as its own shares were 
acknowledged to be worth above par. It was nothing to them if Mr. Olcott’s 
Bank’s shares were worth much more than the Albany Exchange Bank’s. 

Now, the Tax Committee in New York city threaten to tax banks, 


National and State, not only on the full par value of their shares, but on the 
total amount of surplus, without any allowance or abatement. 
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This is a brief statement of the question that has arisen. In consequence 
of it, the Bank officers, some ten days ago, appointed a committee to look 
after the matter. That committee consists of Messrs. Vermilye, President of 
the Merchants’ National Bank; Sherman, President of the Mechanics’ 
National Bank; Tappan, President of the National Gallatin; Jordan, of the 
Third National Bank; and J. E. Williams, of the Metropolitan National Bank. 

The Commiitee sought an interview with the Tax Commissioners last Fri- 
day at their office, which lasted more than an hour, in the course of which 
there was a free and frank interchange of views and opinions. 

You are doubtless aware, sir, that the State Law of New York was 
framed to dodge or get round the decision of the U. S. Supreme Court, in 
the famous Maryland case, in which the Court held that no State could tax 
the shares of the Bank of the United States, inasmuch as that Bank was an 
instrumentality of the United States. 

So the New York Legislature says, in point of fact, we tax so much per- 
sonal property of individual stockholders, as is held by them in this orethat 
bank, the value of the shares! The law allows a right of action, if any bank 
permits the transfer of shares before the tax is paid, after the same has 
become due; but the New York law does net require the bank to pay the 
tax. Now, to avoid annoyance and vexatious suits, the banks in New York 
city, for several years, have paid the tax (about 3 per cent. anuually) to the 
city direct, instead of leaving it for the stockholders to pay. 

This recent action, or threatened action, is regarded as aggressive by the 
banks. The Tax Commissioners refuse to allow time, either for a decision by 
the State Court of last resort, or for an appeal to the Legislature for redress. 
They take the ground that, as they must be governed by what the Courts say 
is the law, and as the Courts have spoken, they must act, and act by the Ist 
of January, 1876. 

We reply substantially as follows: 

1st. We speak for National Banks, and say they owe their existence to 
the laws of Congress, and not to the Legislature of New York. 

The United States Government exempts tbe surplus of National Banks 
from taxation for wise and obvious reasons. It desires to build up strong 
instead of weak banks for the safety and benefit cf the public, no less than 
for the profit and advantage of the stockholders. 

On the other hand, if local taxation is to be exercised without any restric- 
tion on the part of the United States, then banks may be taxed out of 
existence. 

For it is certain that if existing profits of banks, now held as a szsplus 
Jund. are to be subject to an additional tax of three per cent., that fund will 
be divided among the shareholders, for the simple reason that no bank could 
afford to carry it. 

2d. The construction of the State law by the Tax Commissioners seems to 
the Committee unsound. For the law says the tax is to be levied on the 
value of the shares. Not the market value, or intrinsic value, but “ value.” 
And the practice heretofore has been in accordance with the law, on the sup- 
position that, without any other qualifying word, far was understood. The 
tax has been laid accordingly. 

Again, the rule of taxation, as adopted by the Tax Commissioners, has 
been a practical violation of the United States law, which says the capital of 
banks sha!l not be taxed at a greater vat than is assessed on any other 
moneyed capital in the hands of citizens. Whereas the city (not the country) 
has taxed the shares at $100 each—if that were the par—whi'e other real and 
personal property was taxed at only $60 on every hundred dollars. A_bank, 
for instance, of $500,0co capital is taxed on that sum, while an individual 
worth that would be taxed on $300,0co. This is unjust, oppressive, and 
ought to be illegal. 

3d. But we claim that the State has no right whatever to tax National 
Banks, excepting to the extent such right is explicitly granted by the United 
States law. 

This principle is made quite emphatic by the United States Supreme 
Court in the recent decision of case No. 502—The Farmers and Mechanics’ 
National Bank, Buffalo, against Peter C. Dearing—in relation to usury. 


Sar a artes a eee rec se te Biiatese to” gt eee tains eee ge oe 
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In that case, under the third head, the Court says: ‘‘The National Banks 
were brought into existence by the Government, for its own good. The 
National Government has exclusive control over them. No State has any. 
Against the National will, in regard to the banks, as in regard to all other 
institutions of National creation, the States have no power, by taxation or 
otherwise, to retard, impede, burden, or in any manner control.” 

This is clear, and, as we think, conclusive. 

Now, sir, may we not ask the favor of you to urge on Congress the 
imperative necessity of passing at once such laws, amendatory of the National 
Bank Act, as shall effectually relieve National Banks from liability to such 
unequal agd oppressive local or State taxation. 

I am, most respectfully, your obedient servant, 
J. E. WiLiiaMs, Chairman. 


In conclusion, your Committee submit for your approval the 
following resolutions: 

Whereas, The Banks in the City of New York, for the 
mutual convenience of their stockholders, the Tax Commissioners 
and themselves, have, for about ten years past, voluntarily assumed 
the payment of State, County and City taxes, assessed upon share- 
holders, and which shares have been uniformly assessed at their 
par value; and, 

Whereas, It is now proposed for the first time by the Tax 
Commissioners to increase the valuation of such shares for taxa- 
tion, by adding the xominal surplus of Banks to the par value of 
their shares, thus raising a legal question which Bank officers and 
directors have no power to settle and no right to concede; and, 

Whereas, The imposition of this increased tax on Banks, in 
addition to the taxes by the General Government upon the cap- 
ital, circulation and deposits of Banks, would create an intolerable 
burden upon their business, which is already excessively taxed; 
therefore, 

Resolved, That, in view of the position in which the Banks are 
placed, between the General and State Governments—the upper 
and the nether millstone, so to speak—being liable to indefinite tax- 
ation by both, a Committee be appointed to present to Congress, 
and to the State Legislature, such considerations in regard to this 
subject as will lead to an early and equitable adjustment and a 
proper limitation of Bank taxation. 

Resolved further, That the Banks agree together that they will 
henceforth decline further voluntary payment of taxes, assessed 
upon the holders of their shares (the law not requiring such pay- 
ment from the Banks), and leave the taxes to be collected under 
due observance of the provisions of law. 

All of which is most respectfully submitted. 

Joun E. WILLIAMS. 

J. D. VeRMILYE. 

F. D. Tappan. 

Benj. B. SHERMAN. 

C. N. JorDAN. 
New York, December 2ist, 1875. 
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BANK CLERKS’ MUTUAL BENEFIT ASSOCIATIONS. 


The BANKER’s MaGazINE for January contained a very brief 
summary of the seventh anniversary meeting of the Bank Clerks’ 
Mutual Benefit Association of the City of New York, and of the 
reports there presented. We now take pleasure in giving to our 
readers the address (which is slightly abridged) of Mr. E. H. 
PULLEN, Assistant Cashier of the National Bank of the Republic, 
who was the Chairman of that meeting. Its sentiments are such 
as should inspire every bank officer and employé who possesses 
the ambition to be something higher than a mere routine plodder, 
or to avoid being hardened into a money-making machine. 


ADDRESS OF MR. E. H. PULLEN. 


This evening we are celebrating the seventh reunion of our 
Association. As the years roll round, widening the sphere of its 
usefulness and multiplying its benefactions, we are more and more 
impressed with the valuable services of those who were instru- 
mental in its establishment. 

Since its organization no inconsiderable number, who were then 


our companions, have closed their earthly accounts, and, in many 
instances, their families have realized from its beneficence timely 
relief. 

Others, in consequence of disease or infirmity, have been com- 
pelled to resign positions to the duties of which they were no 
longer equal, and its brotherly hand has smoothed the path of 
affliction and supported the tottering steps of enfeebledyage. 

Our Association is in its infancy, but the few years Of its exist- 
ence are full of tribute to its usefulness; and if such be its brief 
and pregnant record in the past, what may we not hope for in 
the future? 

Looking, then, with commendable pride at its past history, and 
with the eye of faith at its future, let us thank God for having 
inspired its founders with the idea of its formation, and feel grate- 
ful to the men who with unwearied patience and tireless persever- 
ance have given that idea its present happy and successful expres- 
sion. 

With gratitude we also remember the sympathy of many 
friends, expressed not only in words of encouragement, but in 
munificent deeds, that shall go before them and live after them, 
sanctified by the widow’s prayer and the orphan’s tear. 

Nor do we fail as an Association to recognize and appreciate 
the liberality of our employers, the banks; and we indulge the 
hope that they may, without exception, realize the fact that they 
conserve their best interests in contributing to its success and per- 
manence. , 
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Fellow-members, our profession is. an honorable one, abound- 
ing in duties and responsibilities, and its corner-stone is faith. 

Notwithstanding all the checks and guards devised by human 
ingenuity, and suggested by experience, the vast and complicated 
operation of banks and the integri:y of their management depend 
in a great measure on the noble security of faith, confidence, trust. 

Directors and officers may be ever so watc! hful and cautious, 
but, in the multiplicity and variety of transactions, to personally 
overlook and review the innumerable details is simply impossible, 
and these details, in which lie temptation and danger, are neces- 
sarily and implicitly intrusted to the clerks. 

Your daily experience illustrates the truth of this statement. 
During the last ten years, years of wild speculation and reckless 
disregard of principie, over three hundred thousand millions of 
dollars have passed through our hands, and the percentage of loss 
by dishonor is infinitesimal. 

The avenues of dishonesty and fraud lie open before us on 
every hand, and yet how few have swerved from the path of 
rectitude. 

Is there no temptation? No man is exempt from temptaticn. 
Bank clerks are peculiarly situated, and are tempted and tried 
beyond the average of humanity. 

As a class they are poor in this world’s goods, receiving but 
moderate compensation, and often obliged to practice rigid economy 
and self-denial. It is said: 

“That Satan, now, is wiser than of yore, 
And tempts by making rich, not making poor.” 
This may be his rule, but surely his Satanic Majesty has made 
bank clerks the exception, and in dealing with them adheres to 
his old method: 


. “The world is a well furnished table, 
Where the guests are promiscuously set, 
Where all fare as well as they’re able, 

And scramb!e for what they can get.” 
We are mere waiters at the feast. While we minister to tke 
guests in their greedy scramble and mock ovr own hunger with 
the crumbs, do we feel no inclination to stretch out our hands and 
possess the substantials and luxuries of the banquet, if not for our- 
selves, then for the loved ones at home? 

When we saw the great flood-tide of speculation in recent 
years that floated so many on to fortune; when we beheld men 
in the eager and successful pursuit of wealth; when we stood in 
the very midst of the race , deafened by its din and shout of vic- 
tory, and covered with its dust, did we feel at times no inclina- 
tion to drop ledgers, turn from tills and spindles, and betray 
a trust to win a prize ? 

‘Tempted? Yes, often; but we remained content at the post 
of duty, believing that “an honest man is the noblest work of 
God.” 


“T.ands mortgaged may return, and more esteemed, 
But honesty once pawned is ne’er redeemed.”’ 
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Again, as clerks in banks, we are intrusted with a condensed his- 
tory of their clients’ business, and can form an intelligent estimate 
of their standing and credit. 

Bank records are the keys of many transactions that are mys- 
teries to the outer world; in their pages and in the vaults secrets 
lie buried out of sight. Each man’s financial status is inscribed 
on the folios,—the character of his operations, the kite-flying, check 
exchanging, and other expedients “to tide over” in ordinary use. 
When has a bank clerk been known to betray this confidence ? 
Has any mischievous gossip or rumor, discreditable or embar- 
rassing to any individual, firm or corporation, ever been traced to 
one of our number? 

There may be some among those who are directly or ihdi- © 
rectly interested in these institutions, some who do not appreciate 
the arduous labors of bank clerks, the peculiar temptations to 
which they are exposed, or the honesty that distinguishes them as 
a class, who regard them as mere automatons to add up columns 
of figures, and count bills with marvelous celerity and accuracy, 
or as machines, turned by an official crank, to grind out grist for 
the insatiable maw of avarice; but they are rare, and when we 
do find such a one, we can say of him, in the language of 
Sprague, the late banker poet of Boston, that “he loves no music 
but the dollar clink,” and 


“Thro’ life’s dark road his sordid way he wends, 
The incarnation of fat dividends.” 

Fellow-members, the prizes in our profession are won, not so 
much by ability as by its faithful consecration, great or small, 
to the interest of the employer. This rule obtains in all the 
walks of life. The lawyer succeeds best who identifies himself with 
his client; the merchant or artisan who studies to please his pa- 
trons; the minister of the gosjel who sinks his little self in tie 
infinite grandeur of his lofty theme. So tie interest of the bank 
should be the interest of each clerk; he ghould identify himself 
with it, work for it, not only within the narrow limits of his own 
special desk, but in all its departments where his work is needed; 
he should rejoice in busy and prosperous times, gladly accepting 
the additional labor resulting therefrom; he should gladly welcome 
rew accounts, and regret the loss of old ones, regardless of 
increase or decrease of work; he should make the transaction of 
business with him by customers a mutual pleasure. In shoit, the 
bank, not himself, should be his first consideration. Such a man, 
though his abilities may be moderate, is on the sure road to pro- 
motion. He will win the prizes of our high calling. But the 
man who thinks only of self; who dees as little as he can; who 
shirks and “soldiers;” who is constantly whining about too much 
work and too little pay; who comes late and goes early; who 
grumbles if a new account is opened, and chuckles if an old one 
is closed; who treats a customer as if he were a burglar or a 
beggar,—that man will never advance in our profession, though he 
be gifted with splendid abilities. 
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Let us honor our profession, then our profession will honor us. 
Let us do whatever our hands find to do, and do it as well as 
we can. 

While we should cultivate the spirit of contentment, we should 
also cherish a laudable ambition, and, by faithful service in the 
positions we fill, merit and win the higher honors of our vocation, 

Our labors, crowded and compressed in a few hours, are ex- 
acting and exhausting, but we have time for relaxation, recreation, 
recuperation, and the performance of all life’s duties. To keep 
our brains clear and active, and our hearts brave and cheerful, 
we must care for our bodies,—not by swallowing whole pharma- 
copeeias of nauseating nostrums, but by vigorous, health-giving 
exercise. 

We can roam through the inviting fields of literature, poesy 
and science, and glean their fadeless flowers, to enrich our minds 
and brighten our memories. 

We can contribute as good citizens to the prosperity of our 
commonwealth, the purification of politics, the honesty of adminis- 
tration, the elevation of the masses, the extension of freedom, and 
the stability and perpetuity of our Union. 

We have an inexhaustible source of delight in the endearments 
and affections of our homes, in the duties and pleasures that 
cluster around our firesides, in the graceful amenities of social 
intercourse, and the fellowship of kindred minds. 

And, above all else, we have a work to do for the Divine 
Master. Let us consecrate ourselves and our talents, be they few 
or many, to His service, so that, when at last the balance sheets 
of our lives are brought into judgment, they may, through His 
mercy, be accepted with errors and omissions expunged. 

“We live in deeds, not years; in thoughts, not breaths ; 
In feelings, not in figures on a dial. 
We should count time by heart-throbs. He most lives 
Who thinks the most—feels noblest—acts the best.” 
° So 
THE BANK CLERKS’ BENEFICIAL ASSOCIATION OF 
PHILADELPHIA. 


SIXTH ANNUAL REPORT. 


The seventh annual meeting of the “ Bank Clerks’ Beneficial 
Association of Philadelphia” was held at 118 South Seventh 
Street, on Tuesday evening, December 14th, 1875. ‘The President, 
B. F. Dennisson, in the Chair, and G. A. H. Rose, Recording 
Secretary. The Association was called to order at 7.30, P.M., 
when the President submitted the following report on behalf of 
the Board of Management: 


To the Bank Clerks’ Beneficial Association of Philadelphia: 


GENTLEMEN: The year ending December 1, 1875, adds another 
to the history of our organization. Its record, which your Board 
of Management here presents, indicates our continued growth and 
prosperity. 
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Number of members at last report, 253; elected during the 
year, 26; total, 279. Deaths, 3; expelled for non-payment of 
dues, 2; total, 5. Present membership, 274. Net gain, 21. Num- 
ber of Honorary Members at last report, 18 ; present number, 22 ; 
ain, 4. 

. There has been received for dues and assessments, $2,453 ; 
from contributions, $470; from Honorary Members, $150; from 
interest on investments, $355.10. Total receipts, $3,428.10. 

Paid for funeral benefits, $1,500; paid for premium on City 
Loan, $102.50; paid for expenses, $195.25. Total, $1,797.75. 
Net gain, $ 1,630.35. 

Balance at last report, $5,091.02; balance on hand at this 
date, $6,721.37. Of this amount $6,500 are invested in City 6 
per cent. Loan, and $221.37 deposited in the Fidelity Ins. and 
Safe Dep. Co. 

Amount invested at last report, $5,000; present investment, 
$6,500. Net gain, $1,500. 

Market value of investments, $7,085. Total amount paid as 
funeral benefits since the organization of the Association, $9,500. 

Total amount received from Honorary Members and other con- 
tributors, $2,535; present investment, $6,500. Net gain from 
dues and assessments, $ 3,965. 

We have to record the death of ¢ree of our number during 
the year. The benefit in each case was paid to the legal repre- 
sentative of the deceased, as provided by our laws. 

Ed. M. Bartlett, Assistant to the Receiving Teller, Girard 
National Bank; died December joth, 1874; age, 67 years: of 
consumption. He left five children. He was for twenty-two years 
in the service of the Bank. For a time he was a member of, the 
Board of Management of the Association. 

James Francis Maher, First Receiving Teller, Farmers and 
Mechanics’ National Bank ; died January 24, 1875; age, 51 years; 
of pneumonia. For twenty-eight years in the service of the Bank. 
He was unmarried. 

Frederick S. Heston, Book-keeper, Farmers and Mechanics’ 
National Bank; died April 13, 1875; age, 30 years; of consump- 
tion. Unmarried. Had been ten years in the employ of the 
Bank. 

The Board acknowledge the receipt of a second donation from 
the Clearing-House Association of $ 470. 

Isaiah V. Williamson, Esq., of this city, well known for his 
deeds of charity, has conveyed to the Association, in trust for its 
proper purposes, a well-secured yearly ground-rent of $50. This 
generous contribution is equivalent to an increase of our invested 
funds of $833.33%. 

The Board are preparing a permanent record of deceased mem- 
bers of the Association. This record will contain the name, age, 
time and cause of death of such members, together with such 
items of personal history as we may be able to obtain; also, time 
of service in Bank. A very handsome book for this purpose has 
been presented by Mr. Jos. Mann. 


42 
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Your Board are assured that a careful review of the facts and 
figures thus presented will prove satisfactory to the members of 
the Association, and will serve to impress those not members with 
the fact that ours is among the permanent and prosperous benevo- 
lent institutions of our city, and will create a growing desire 
among the Clerks of our several Banks to enroll themselves among 
our membership. 

We are not without the hope that the time will come when a// 
will thus be enrolied, and when membership with us will be 
regarded as an essential qualification for advancement in our pro- 
fession ; as indicating that prudence and kindness which are the 
inseparable accompaniments of integrity and honor. 

The Associations in New York, Pittsburgh and St. Louis, con- 
tinue to prosper. Similar organizations, we learn, exist in Providence, 
R. I., and in New Orleans. 

The President of the Association attended the annual reunion 
of the New York Association, held Tuesday, December 7th, in the 
Hall of the Y. M. C. Association of that city. E. H. Pullen, 
Esq., of the National Bank of the Republic, presided, and delivered 
an eloquent and timely address. The annual report was read, and 
an address was delivered by Rev. Jno. Hall, D. D. There was 
also vocal and instrumental music. The occasion was one of 
great interest. 

Accompanying this report will be found the reports of the 
Treasurer, Recording Secretary and Auditing Committee. 

The thanks of the Board are due to Messrs. Lehman & Bolton 
for Certificates of Membership, furnished without expense to the 
Association. 

On behalf of the Board of Management. 

B. F. DENNISSON, 
President. 


The annual reports of the Treasurer, Recording Secretary and 
Auditing Committee were also presented. 

The election of officers and Directors to constitute the Board 
of Management for 1876, was then held with the following result: 

Board of Management, 1876: President, B. F. Dennisson, 
Manufacturers’ National Bank; Vice-President, T. G. Boggs, Phila- 
delphia Saving Fund; Treasurer, R. E. Wright, First National 
Bank ; Recording Secretary, G. A. H. Rose, Mechanics’ National 
Bank ; Corresponding Secretary, Joseph S. Sparks, 407 Buttonwood 
Street. 

Directors: C. D. Howell, Farmers and Mechanics’ National 
Bank ; Jno. C. Plish, Mechanics’ National Bank; Edward Wheeler, 
Penn National Bank; J. C. Garland, Western National Bank; 
L. Renshaw, Bank of North America; W. T. Nelson, Union 
National Bank; Samuel Spering, Commercial National Kank; 
Joseph Roberts, Philadelphia National Bank; Arthur Wells, West- 
ern National Bank; R. L. Wright, Jr., Fidelity Ins. Safe Dep. 
and Trust Co.; Watson Depuy, First National Bank, Camden. 
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INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. PAYMENT OF CHECKS AFTER DEATH OF DRAWER. 


Two parties, A and B, had dealings here, and exchanged receipts after 
banking hours. A gave B a check for balance due. During the following 
night A. died, and the next morning a friend of A., not an administrator or 
executor, ordered payment of check stopped. The banker did not pay. Should 
he have paid B.? Has B. any recourse on banker? 


REPLY.—The payment of a check whose drawer has died since its signa- 
ture, is stopped by the fact of his death. When informed of this fact, from 
whatever source, the bank has no legal right to pay the check. If paid after 
such knowledge, the executor or administrator can require and compel the 
bank to pay the amount as he may order, and the bank becomes simply a 
creditor of the estate to such amount, and must take its chances of 
receiving the money. The theory of law is that all transfers of property are 
stopped by the death of its owner. Should the bank pay the checks of a 
deceased person, having no notice of his death, it is protected up to the time 
that the notice may reach it. 

The holder of such a check should make a proper demand of the bank, 
and notify the legal representative of the estate against which the check is 
a claim. 


II. COLLECTIONS PAYABLE AT A FAILING BANK. 


Jones & Co. left at First National Bank for collection a note for $500, 
made by Smith & Co., payable at Bum & Co.’s Bank, indorsed “ No protest. 
Jones & Co.” On the day of its maturity the First National Bank presented 
the note at Bum & Co.’s, who certified the note in the ordinary way, but 
made no charge to the account of Smith & Co. The next day after the 
exchanges were made between the banks, Bum & Co. failed, closed their doors, 
and, as usual, there is little or nothing left for anybody but lawyers. 

Who. in your judgment, loses the $500? Have Smith & Co. paid their 
note? Was the First National Bank guilty of any neglect ? 

REPLY.—The bank which held the note, and presented it for payment, had 
the opportunity of collecting the amount in money, which it was their place 
to do. 

If, instead of actually collecting the money, they elected to take the cer- 
tification of the banker at whose counter the note was payable, they did this 
at their own risk; and if Smith & Co. claim that they left the money there 
for the payment of the note, and it was not drawn by the holder when pre- 
sented, the latter must stand the loss. Practically, it is the same as in the 
case of a check, the certification of which releases drawer and indorsers. 

Our correspondent subsequently adds the following inquiries to the first : 

Smith & Co.’s account was good when the note fell due; but if Bum & 
Co. could not respond in currency if it had been insisted on, would that change 
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the matter? Had the First National Bank (under the same circumstances) 
failed instead of Bum & Co., could Jones & Co. have claimed the note, or 
‘would it become one of the assets to go into the charge of the Receiver ? 


If the fact can be proven that no urging on the part of the bank could 
have effected payment of the note, it would relieve them from responsibility 
for a loss which was not preventable. Had the bank failed while holding an 
unpaid note for which they had given neither value nor credit, the proper 
owner would be clearly entitled to its return to him. 


III. QuoraTions oF U. S. Bonps IN LONDON. 


Will you oblige me by explaining, in your Replies to Correspondents, why 
U. S. bonds and some other American securities are quoted in London at 
“‘par @ 103’? 

ReEPLy.—American securities are quoted in London, not on the dollar at 
its par value, nor on the current rate of exchange, but by an agreed estimate 
of five dollars to the pound. 


The value of the quotation is thus shown: 


U. S. bonds of 1867 in London 
Multiply by currency value in New York of sterling at cable 
rate of exchange, say 


Divide by conventional value of the pound 


Which is the equivalent of a quotation in New York of. -..$121.21 currency. 


REVIEW OF THE GOLD AND STOCK MARKETS IN 1875. 


The gold market has been disturbed dnring 1875 by two or three special 
causes, but for which the premium would probably have remained tolerably 
steady throughout the year. The price opened 2d January at 11234, and rose 
to 113 on the 4th. A clique was formed early in February, who put up gold 
to 117 on the 29th of March, and kept it fluctuating till the 23d of July, when 
it was exploded on the discovery that one of its leading operators was carrying 
too much gold for his very meager capital. After a brief interval the clique 
‘was reconstituted, and their operations were facilitated by the panic in San 
Francisco. Their efforts culminated 5th of October, and the price rose to 
11756, the highest quotation of the year. On that point there was a gradual 
fall to 1123 on the 30th December. The circumstances to which we referred 
above as operating to disturb the gold premium were, first, the contract of the 
Government with the Syndicate, who had bought during the year the whole 
residue of the new Fives, amounting to $122,688,550 at 9934 in gold. The 
Syndicate had the right to pay for these bonds in either of two ways at their 
option. First, they might pay for them in coin, or, secondly, in six per cent. 
called bonds. As the new Fives were issued to replace the outstanding Sixes, 
no disturbance of the gold market would have resulted from the simple ex- 
change of the new Fives for the old Sixes. But the trouble arose incidentally, 
and as it has not yet exhausted its force, we have briefly explained its causes 
in our money article this month. As to the origin of the trouble, we may 
state that, with a view to facilitate their operations, the Syndicate desired Mr. 
Bristow to call 43 millions of bonds for the Sinking Fund in addition to the 
122 millions which were to be replaced by the new Fives. This was a great 
convenience to the Syndicate, who could go into the market and buy up the 
122 millions of called bonds needful to fulfill their payments into the Treasury 
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with more ease. When they had bought all they wanted, there was stillin the mar- 
ket 43 millions more of called bonds expiring at different dates. Thus, on the Ist 
February, 10 millions of 1864’s will mature; on the 15th February, 15,810,000 
of 1864’s, and 1,975,400 of 1865’s. The aggregate of bonds maturing on the 
ist and 15th of February is $27,785,350. All these bonds have been called 
in by the U. S. Treasury, and are payable in gold. These 27 millions are all 
that remain of the 43 millions which were called in by Mr. Bristow over and 
above the amount of the new Fives taken last year by the Syndicate. It is 
easy to see how the 18 millions already paid have caused a drain on the gold 
market, and have enabled a few speculators to get control at very small cost 
over the quotations of the Gold Room and the movements of foreign exchange. 
To this cause is to be attributed the squeeze in cash gold,-and the perturba- 
tion in the prices of foreign bills, which have been such noticeable features 
of the past year. This month, as we said, the Treasury has to provide for the 
payment in gold of 27 millions of bonds, and already a clique of speculators 
are reported to be ready to take advantage of any excitement of the gold market 
which may thus be caused. 

The other circumstances which have disturbed the gold market are the 
changes in the Bank of England rate of discount, the continued demand of 
gold for Germany and France, and the public agitation of the currency question 
in and out of Congress. As might have been expected, the Syndicate bankers 
have not escaped the imputation of fostering the schemes for disturbing the 
gold market. Their operations in the immediate future will be watched with 
considerable care by the public. Higher prices for gold are in some quarters 
predicted ; but it is evident that as we approach the time fixed for specie pay- 
ments, the premium on gold ought gradually to decline. The demand for 
governments has been quite active throughout the year for foreign and home 
investments. Prices have closely followed the movements of gold, except 
during the periods of the highest speculative advance, when there was of course 
much irregularity. In the foreign exchange market the same irregularity from 
speculative causes was exhibited, but in a higher degree, especially in March and 
September. On several accounts, the movements of gold this year have been 
more noteworthy than in any year since the war. 

In presenting our usual semi-annual table of the fluctuations of the Stock 
Exchange, we give a brief outline of the principal movements of each month. 
The year just past has, upon the whole, been one favorable to stock specula- 
tion, although a somewhat eventful one withal. Several railroads have gone 
into the hands of Receivers, or have been sold to foreclose mortgages, while 
the stock of others has fluctuated widely. One of the most remarkable features 
of the year’s operations has been the advance in Union Pacific from 36, in 
January, the lowest point of the year, to 8234 in November. 

January was marked by a heavy decline in several of the speculative 
stocks. Lake Shore fell 65g between the 2d and the 18th, on account of an 
injunction restraining it from paying the 334 per cent. dividend declared in 
December previous. Wabash fell 53g between the 2d and 28th, owing to the 
expectation that it would make default in the payment of interest on its bonds 
due February 1st. Several other Western roads declined under the influence 
of railroad war, hostile legislation, and the prevailing depression in business. 
Pacific Mail suffered from the Congressional investigation into the subsidy 
which ultimately resulted in the loss of the extra compensation. Western 
Union Telegraph fell to 707%, owing to the active competition of Atlantic & 
Pacific, which showed a rise. There was a brisk home demand for United 
States bonds, and prices were firm. The foreign demand had scarcely revived, 
but the return of bonds from Europe had ceased. 

February opened with a slight rally in Lake Shore, the injunction having 
been dissolved on the 30th of January. The default of Wabash in the pay- 
ment of interest having become a reality, the road was, on the 22d, placed in 
the hands of a Receiver. Congress repealed the Pacific Mail subsidy, sending 
this stock down to 307%. Hence there was a continued decline in most of the 
speculative stocks, except Union Pacific, which felt the favorable influence of 
increased earnings, and of the prospect of obtaining a favorable settlement of 
its difficulties with the Government. Western Union fell to 703 from apprehen- 
sions of the passage of General Butler’s bill to regulate the rates of telegraph 
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sampanion, Government bonds were unsettled, owing to the fluctuations ir 
gold. 

March was a month of very active speculation. Mr. Gould, having beared 
Pacific Mail till about the beginning of the month, now succeeded in getting 
entire control of the line at low prices, and commenced a vigorous and suc- 
cessful bull movement, and by advancing freights on this and the Union Pacific 
road, produced a sharp rise in both, the former reaching 45%, and the latter 
681%. These movements imparted a buoyancy to the whole list. There was 
a good home demand for United States bonds, and prices were firm. 

April.—The Stock Market was less excited than in March, but the trans- 
actions continued large. Union Pacific continued to advance, touching 73%, 
the highest for the month, and Western Union recovered from the previous 
decline; but the most noticeable advance was in Panama, which, from 118, at 
which it stood in the early part of the month, mounted up to 172 on the 26th, 
the highest price it has reached, since 1869. The weaker stocks showed a 
tendency to decline. Lake Shore and other Western roads were depressed by 
unfavorable traffic returns, and by the floods in that section. Government 
bonds continued in demand, partly for speculation, but largely for investment. 

May.—The reaction from the previous era of speculation began now to be 
felt, and the month was marked by a successful bear movement. There 
was a disagreement between the Directors of the Pacific Mail Co. and of 
the Panama Railroad, and in consequence the stock of the former fell to 
3234, and that of the latter to 122. The failure of the Western Union 
Co. to successfully negotiate a 6 per cent. $4,000,000 loan, sent the price 
of its stock down to 71%. On the 26th Erie was placed in the hands of 
a Receiver, and its stock fell to 16%. These depressing influences, com- 
bined with the continuance of the railroad war, caused a general decline 
in the prices of stocks, including even investment securities. Lake Shore 
fell from 723% to 571%. Cleveland, Columbus, Cincinnati & Indiana, from 
62 to 46, and Wabash from 14% to 8¥%. 

June.—During this month the railroad war was brought to an end, and 
several of the stocks which had been most depressed in May rallied some- 
what; but the earnings of most of the railroads were light, which exercised 
a depressing influence. Wabash fell to 4% on the 29th. Pacific Mail rose 
to 42 on the announcement that the Company had made a contract with 
the Australian Government for a monthly mail service which would net the 
Company about $375,000, gold, per annum. Railroad bonds of the best class 
were active, with a lively investment demand. Government securities were 
active, with a considerable demand for exportation. 

July.—The prospect of an increased grain sexport, and the increased earn- 
ings of the principal Western railroads, tended to support the prices of stocks. 
The successful negotiation by the Western Union of its $ 4,000,000 loan, ena- 
bling it to meet all maturing obligations, without selling stock, combined 
with rumors that it was likely to absorb Atlantic & Pacific, sent its stock 
up to 825g on the day before the failure of Duncan, Sherman & Co. This 
event, which occurred on the 27th, coming simultaneously with a bear move- 
ment, caused a sharp decline in several leading stocks, creating a temporary 
panic. But the heavy bear operators, who had large amounts of stock 
pledged as collateral for loans, and who saw that the market, unless sustained, 
might get beyond their control, and lead to a sacrifice of the stocks with 
which they were heavily loaded, were compelled, in self-defense, to change 
their tactics, and by large purchases to buoy up the prices and avert the 
threatened catastrophe. Government bonds deciined in sympathy with gold. 

August.—The business was light, and the fluctuations small, till toward 
the close of the month, when the San Francisco panic somewhat affected the 
stock market. Western Union fell to 78% on the 31st, a decline of 634 from 
the highest price of the month. This fall was attributed to the report that 
negotiations with the Atlantic & Pacific had been broken off, and that the 
latter would unite with the California Co., and to the expectation that the 
recovery of the Direct Cable by the Faraday would make opposition to the 
Western Union powerful. Mr. Gould, having failed to get*possession of this 
stock, aided the downward movement by selling freely. U. S. bonds were 
firm and active under a growing demand from abroad, 
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Seplember.—There was no movement of special interest during this month. 
Unfavorable reports about Lake Shore caused this stock to drop to 51%, 
from which it rallied somewhat towards the close of the month. Pacific Mail 
fell to 3356 on the 15th. There was also a heavy fall in Missouri Pacific and 
Michigan Central. 

October.—The financial unsoundness of the Atlantic & Pacific and Missouri 
Pacific R. R. Cos. began now to be plainly manifest. Both stocks declined 
heavily, the former to 4, and the latter to 8, the fall of the last named amount- 
ing to about 40 per per cent. from the highest price of the preceding month. 
Union Pacific fell to 61%, by reason of the absence of Mr. Gould ona 
Western trip. Other stocks shared in the depression. Lake Shore and Pa- 
cific Mail, however, began to advance at the close of the month. 

November.—The elections of this and the previous month having ended in 
the defeat of the inflationists, an improved tone was imparted to the market. 
Missouri Pacific recovered somewhat, but did not go above 153%. Erie was 
depressed by rumors of intended foreclosure. There was a considerable decline 
in Michigan Central, which closed at 57, the lowest quotatien of the month. 
On the 29th, the decision of the United States Supreme Court in favor of the 
Union Pacific R. R. Co. was announced, and the next day the stock reached 
8234, the highest quotation of the year. The market for Government Secu- 
rities was active, both for speculation and for investment. The closing up of the 
new fives had developed a new movement in the foreign demand, which also 
received considerable impulse from recent events in Europe. 

December.--There were few movements of special note in the speculative 
stocks during this month. Union Pacific receded about 11 per cent. from the 
highest price of the previous month. Western Union fell about 6 per cent. 
Railroad stocks were for a time depressed by the prospect of a war between 
the Canadian Trunk lines and our own, but at the close of the month this 
danger was reported to be averted. ; 

We give below the prices of the principal stocks and gold on the opening 
and closing days of 1875, or the days nearest to those for which quotations 
exist, and also the highest and lowest quotations during the year. In the 
case of Government bonds and gold, the last column gives the closing quota- 
tions of the day: 


Opening. 
. S. 6's, coupon, 1881... .118% 
3. 5-20, coupon, 1868.*11834 

. 10-40, coupon 
. S. new 5's 113% 
. S. cur'cy, 6's, (Pacifics).117% 
Atlantic & Pacific, pref'rd. 16% 


Chic., Rock I. & Pacific...103 103% 
Col., Chic. & Ind. Central. 9% 
Del., Lack. & Western. ..106% 
Adams I=xpress 

Erie Railway 

Hannibal & St. Joseph... 26 bid . 
Lake Shore & Mich. S’thn 79%a@ 80% . 
Misgouri Pacific 6 


4 ‘ 
Michigan Central......... 824%. bid . 


38%a 30% « 
‘« pref'd. 58%a 58% . 


Milwaukee & St. Paul 


N. Y. Cent. & Hud. River. 1014.a152 
New Jersey Central 104% 
Ohio & Miss 
Pacific Mail 


bid . 


114% 


Tol., Wabash & Western. 20 a@ 2134 . 
36%a 37% . 
Western Union Telegraph. 78%@ 79% . 


Union Pacific 


Ii2H%ati2y%. 
*Ex. Interest. 


. II9 
. 125% 
18 Apr. 30 . 
48% Jan. 4. 
. 109% Aug.I9 . 

9% Jan. 14. 
123 Apr.27. 
104% Mar.23 . 
35% Mar.29 . 
30% Mar.29 . 

2 


bid . 
Chicago & Northwestern.. 474%a 48% . 


bid . 
bid . 


32HK%a 324%. 
3342 36% . 
. 193 


Highest. 


. 126% Junei7 . 
. 125% Juners . 
. 119% Aug.28 . 
une28 . 
. 117% Jan. 


Ov. 23 


80% Jan. 


55 “Apr.3o . 
824% Jan. 5. 


40% Apr. 


9. 

67% Dec. 28 . 
. 107% May 8. 
120 Apr. 27. 
32% Jan. 2. 
45% Apr. 3 . 
Apr. 26 . 
an. 2. 
Ov.30 . 

84% Aug.17 . 


21% 
82% 


June 22 


117% Oct. 5 


Lowest. 
118% Jan. 
118 Jan. 
113% Mar. 
113% Jan. 


3% Dec. 
3334 Oct. 


100% May28 . 
3  Juner8 . 
106% jan. 2. 
98 Jan. 2. 
124% Junear . 
15% Oct. 8. 
51% Sep. 15 . 
7% Oct. 23. 
53 Sep.27. 
285% June12 
Sr Mar. . 
May28 . 


100 


99% Oct. 8 


111% July 25 


. 124 
. 122% bid’ 


Closing. 
bid . 


118 
II7 


- 122% 


4 
39% 
105 

3%a 3% 
120%a120% 
102% 

1I5%a 15% 


21 
60%a 60% 
11 Ma 12 
58%4a 59% 
35%42 35% 
66a 67 

1044 alos 


. 106% 
14% Sep. 23 . 
30% Feb.10 . 
110% Jan. 21 . 

2% Dec.2r. 
36 Jan. 18. 
7o% Feb.17. 


4 
17 @ 17% 
38%a 3058 
125 bid. 
3% bid. 
74 274% 
73U2 74% 


13 
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THE LAW OF USURY. 


THE EFFECT OF LIMITATIONS OF CORPORATE: AUTHORITY. 


_ _Acorporation whose charter forbids it to receive more than six per cent. 
interest, cannot recover upon a note discounted at seven and a-half per cent.— 
the note being rendered invalid and void as an evidence of debt. 


SUPERIOR COURT OF CINCINNATI. 


James P. Kilbreth, Assignee of the Ohio Life Insurance and Trust Company, 
vs. saac Bates and E. B. Reeder. 


YAPLE, J.—This action was brought upon two bills of exchange, one for 
$3,500 and the other for $2.500, amounting to $6,000, made in the year 
1857. Reeder makes no defense, and, for the purposes of the present dccision, 
may be considered as out of the case. The bills were drawn by Reeder & 
Co. in their own favor, directed to Isaac Bates, who accepted them both in 
writing. The first defense set up is that Dennistoun, Wood & Co., of New 
York, claiming to be the indorsers of these bills, brought suit upon them in 
the Court of Common Pleas of this county; that Kilbreth applied to the 
Court to be made a defendant in that action; but he never filed an answer, 
and the action was subsequently dismissed, it being admitted that Kilbreth, 
as trustee, and not Dennistoun, Wood & Co., was the owner of the bills. It 
is claimed that the effect of the dismissal of that action is to bar the present 
action, and the plaintiff has demurred to that answer as insufficient to consti- 
tute a defense. 

I think that this answer is clearly bad. If Dennistoun, Wood & Co. did 
not own the paper, but Kilbreth did, the fact would be sufficient to defeat 
that action of the plaintiffs, and as it does not appear that Kilbreth filed an 
answer and cross-petition—in fact, he did not file any plea—setting up that he 
was the owner, and praying judgment, the dismissal could have no effect on 
his rights. As the owner of the note he might have said: “I do not wish to 
sue this matter at present. I intended to delay and seek payment in some 
other way, if possible.” For that reason the action of the Court dismissing 
the suit can be no bar to the present action, and the demurrer to the first 
answer will be sustained. 

There is a second answer, setting up that the Ohio Life and Trust Com- 
pany was incorporated by a law of the State of Ohio in 1834, and that its 
right to take interest was limited to 6 per cent.; that in this instance it 
took 7% per cent. interest, and that it knew at the time that Bates was the 
mere accommodation acceptor for Reeder & Co., the money going to Reeder 
& Co., and no part of it to Bates. It is claimed that there was no specific 
penalty provided in the statute for this, and that for that reason the case is 
governed by the decision of the Supreme Court in the case of the Bank of 
Chillicothe vs. Swayne et. al. (8 O. S., 257), which settled this proposition of 
law, that where there was no special remedy provided, a simple restriction 
merely of authority to take or reserve more than a given rate of interest, the 
reserving more than that and putting it in form of a note was wltra vires, 
beyond the power of the corporation, and that the note itself was invalid, and 
could not be recovered upon. It is true that wherever parties obtain the 
money of the bank, an action will lie for money had and received, but it will 
only lie against such as receive the money, and who in equity and good con- 
science ought not to retain it, the evidence of the debt being merely void, and 
not illegal in any obnoxious or criminal sense. . 

The act incorporating the Trust Company is found in volume 32, begin- 
ning at page 68. The twenty-third section (cited by the Court) gives the 
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power to lend on notes, or obligations, or such other securities as the said 
Trustees may require, at a rate of interest not exceeding six per cent. per 
annum. Nothing is said as to what the effect shall be if they exceed that 
sum, precisely as was the case of the charter of the Bank of Chillicothe in 
the Swayne case. But it is claimed by counsel for the plaintiff that there is 
another provision in the act which does prescribe a particular penalty or effect, 
and a is the only penalty that can be inflicted, and that the note itself will 
be good. 

These two provisions must be construed together. There is a clear. pro- 
hibition of a corporate right of power to take over six per cent., and nothing 
is said as to what will be the effect of usury; but the act goes on and says: 
“If you do make usury so exorbitant as to exceed seven per cent., it shall be 
a ground for forfeiting your charter,’”? which could only be done by the 
Supreme Court on scive facias. I therefore do not think that if the rate had 
been over six and under seven per cent., while the Swayne case would clearly 
have applied, that the Company can get off by going in excess and taking an 
amount of usury beyond that of over six and under seven per cent. There is 
nothing to prevent the application of the ruling in 8 Ohio; and by making 
it worse it was certainly not intended to give them the advantage of the 
security. 

It i: then contended there is another section (twenty-sixth) that helps 
them. The section can not be construed as conferring on them rights which 
it would not be lawful for a private individual to exercise. Of course individ- 
uals may take over six per cent., the legal rate, and, if there is objection 
made, the security taken for its payment remains good, and the excess alone 
is forfeited. But this twenty-sixth section is not an enabling section at all. 
It was intended to limit, and perhaps was unnecessary by any fair construc- 
tion of the act; but out of abundant caution it was provided that nothing in 
the act should be construed as giving the corporation a right to make any 
contract an individual would not have the right to make. It is said that b 
the decision of the Supreme Court of this State, under the National Ban 
Law, and of the Courts of the United States, in their uniform holdings, these 
provisions in relation to forfeiture. should control and distinguish the cases 
from that in the Eighth Ohio. It is true that a National Bank can not take 
a higher rate of interest than is authorized by the law of the State where it 
is located, and all above that is usurious, and the bank would forfeit all the 
interest reserved, and within two years double the amount may be recovered 
back if it has been paid. But when that thirtieth section is looked at it will 
be found that it expressly saves the validity of the note or obligation that is 
taken. I think the true rule is laid down in Morse on Banking: that no one 
who has borrowed money from a bank, after he has received the benefit of 
the contract, should be permitted to repudiate the obligation it imposes on 
him, on the ground that the bank in making the loan exceeded its corporate 
powers or acted otherwise improperly or illegally, and that “efforts of this 
nature are usually based on infringements of the charter or organic law, and 
Courts regard them as directory merely.”” That ought, according to my judg- 
ment, to be the rule of law. In the Chillicothe case the Court decided the 
other way, and that case, on these points, has been so frequently referred to, 
and sanctioned by the Supreme Court of the State, that it would be unwar- 
rantable on the part of any tribunal inferior to the Supreme Court to disre- 
gard it. By virtue of that decision I hold this second answer is a good 
defense, and that the demurrer to it must be overruled. If the parties have 
nothing further, and it seems to be their desire, judgment will be entered for 
the defendant upon that answer. If they are dissatisfied with the law all they 
have to do is to go into the Supreme Court and call for a re-examination of 
the case of the Bank of Chillicothe vs. Swayne, decided in 1838, since which 
time many decisions of other States and of the Federal Courts have been 
made“Searing upon it. If the Supreme Court overrule it and establish the 
law differently, there will be a recovery. If they maintain the doctrine, we 
must abide by it. That is the tribunal in which the plaintiff can alone seek 
relief. I feel myself now bound conclusively by that decision. 
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THE TAXATION OF LEGAL TENDERS. 


Mr. F. D. Tappen, President of the Gallatin National Bank of New York, 
has addressed a letter to the Comptroller of the Currency on the subject of the 
taxation of the legal-tender reserve of the National Banks. Mr. Tappen pre- 
sents the following view of the case, to which Treasurer New replies as below: 

** Now, the Supreme Court decided (in 7 Wallace, 26) that United States 
notes or legal-tender notes are obligations within the meaning of the Acts 
exempting United States bonds from State and municipal taxation. Is it not, 
therefore, a perfectly legal deduction that the legal-tender notes which banks 
are compelled to retain in their vaults idle as a reserve, and from which, of 
course, not the slightest profit can accrue to the shareholders, are in law, as 
in fact, so far as this species of taxation is concerned, Government bonds, 
and as such as proper a deduction from the average capital or deposits for 
=— duty as any of the interest-bearing obligations of the United 

tates ¢ 

“Is it not also a fair inference that the words ‘ beyond the amount invested 
in United States bonds’ refer to the preceding sentences in the section of 
the National Currency Act imposing the tax or semi-annual duty on circula- 
tion, deposits and capital ? 

“It appears to me extremely unjust, as I believe it contrary to the spirit, 
intention and strict interpretation of the law, that we should pay a tax on 
deposits which we are obliged by law to withhold from use, and which are 
thus powerless to earn the duty the construction of the law by the Treasury 
Department has thus far imposed upon them.” 


TREASURY OF THE UNITED STATES, DIVISION OF NATIONAL BANKS, 
WASHINGTON, January 8, 1876. 


F. D. Tappen, Esq., President Gallatin National Bank, New York City. 


Sir: Your letter of the 6th, in relation to the payment of semi-annual 
duty on deposits including reserve, addressed to the Comptroller of the Cur- 
rency, has been referred to this office. 

Section 5,215, Revised Statutes of the United States, requires that each 
National Bank shall report the average amount of its deposits for the six 
months preceding the first day of January and July in each year, to enable 
the Treasurer to make an assessment of one-quarter of one per cent. on the 
amount so reported. There is no provision in the law for a deduction of the 
amount of deposits held as reserve, and, therefore, no authority for author- 
izing or permitting a deduction, or for receiving any return that does not give 
the average deposits in full, excepting, of course, the average amount of 
deposit to the credit of the Treasurer of the United States. It is true, as 
you state, that the reserve lies idle in the bank, and cannot of itself earn the 
duty imposed. Nevertheless the fact that there is a reserve enables the bank 
to make active use of the great bulk of deposits without impairing the confi- 
dence of depositors. To keep the reserve is an obligation conceded by the 
bank in its organization, as a means of securing the benefits that may result 
from the advantages acquired. 

In regard to the decision of the Supreme Court, to which you refer, I do 
not feel at liberty to interpret it as releasing United States notes from the duty 
imposed by the Government, or the proportion of such notes the bank may 
have in reserve, as provided by law. It would require a decision or opinion 
having direct reference to the question you raise, to secure any change or 
modification of the ruling heretofore adopted by this department. 

I must, therefore, require, under the act as it stands, a report of the 
average of all deposits, and make the assessment as provided. 

Very respectfully, J. C. New, 
Treasurer of the United States. 
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BANKING AND FINANCIAL ITEMS. 


NEw Books FOR BANKERS.—A freshly revised list of standard and recent 
works upon Finance, Banking and Law, will be found at the end of this 
number. Among the latter should be named another new and valuable publica- 
tion: HILLIARD on “The Law‘of Taxation.” Price, $4.50. A review of 
this excellent and timely treatise will be given in our next number. 


PETITION AGAINST THE U. S. TAX ON CAPITAL AND DEPOSITS —A peti- 
tion has been generally circulated among the banks of this city, asking Con- 
gress to abolish the tax on bank capital and deposits, and to so amend the 
National Currency Act that the expenses of the Redemption Agency in Wash- 
ington may be paid out of the tax on circulation. This is a movement which 
well deserves support and encouragement. 


A CENTENNIAL NOTE REDEEMED.—On January 6th an unknown gentle- 
man called at the office of the Chamberlain of New York City, and presented 
for payment a Water Works note for eight shillings, issued just one hundred 
years ago that day. The paper was about the size of a small envelope and 
brown with age, but was in good preservation, and the print very plain. The 
following is a copy of the printing on its face: 

New YorK WATER WorKS. 

This note shall entitle the Bearer to the sum of Eight Shillings, current 
money of the Colony of New York, payable on demand by the Mayor, Alder- 
men, and Commonalty of the City of New York, at the office of the Chamber- 
lain of the said city, pursuant to a vote of the said Mayor, Aldermen, and 
Commonalty of this date. Dated the 6th day of January, in the year of our 
Lord 1776. 

By order of the Corporation. G. BREWERTON. 

On the other side is a rough wood-cut of the ancient pump in common 
use a century ago. The Chamberlain redeemed the note at once, remarking 
that the credit of this city must be maintained. It is to be framed for pre- 
servation. 


THE BRANCH MINT.—The report of Dr. Linderman, Director of the Mint, 
as to the establishment of a Branch Mint at some point in the Mississippi 
Valley, recommends that it be at Indianapolis, for the reason that in that city 
alone there is a Government building no longer required for other purposes, 
which can be utilized without the delay or expense attendant on the construc- 
tion of a new edifice. 


Mr. CHARLES P. LEVERICH, President of the Bank of New York, died on 
the evening of January roth, after a very sudden illness. Mr. Leverich was 
one of our most prominent bank officers, and held in high esteem for his 
character and ability. The Directors of the Bank of New York have elected 
Charles M. Fry President in place of Mr. Leverich, and Henry Oothout Vice- 
President in place of Mr. Fry. 


SuUSPENSION.—Messrs. Dickinson & Co., stock brokers, of New York city, 
notified the Stock Exchange, at the opening on January 14th, that they were 
unable to meet their contracts. They made an assignment for the benefit of 
their creditors to Franklin H. Carter. The .Messrs. Dickinson state that their 
assets exceed their liabilities, and they hope to soon resume business. 


ALABAMA.—The Banking House of Fordyce & Rison, at Huntsville, has 
undergone a change in the retirement of Mr. S. W. Fordyce, and the ad- 
mission of a new partner, Mr. W. BR. Leedy. The new firm began busi- 
ness on Ist of January under the style of W. R. Rison & Co. Their card 
will be found in the usual place in the present number. 
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CALIFORNIA.—The Pacific Bank of San Francisco has increased its surplus 
to $381,849. Its circular to stockholders contains the following sound words: 

“The managers of the Pacific Bank have never had any confidence in what 
is often called liberal (but what is more properly termed speculative) 
banking. They have endeavored to understand and practically to carry out 
the true rules of banking, believing that ‘so long as the banker adheres 
to sound banking rules, Providence will be a guaranty of his success; but 
whenever he departs from those rules, Providence will be equally a guar- 
anty of his failure.’ 

“This Bank has at all times confined its operations to legitimate banking, 
and has acted upon the command to de always ready. It has at all times 
kept on hand a percentage of the money of depositors as experience 
has shown to be sufficient to meet their demands, knowing that when the 
proper percentage is within the vaults of the bank no run can exhaust the 
reserve, however scarce coin may be on the outside. True banking consists 
in so managing an institution as never to invite a run upon it, but to be 
above suspicion.” 


CONNECTICUT.—Details of a daring bank robbery in Hartford some weeks 
ago have come to light. A boy entered the private banking-house of W. 
L. Matson and asked the cashier to see a lady in her carriage at the 
entrance. Upon returning the cashier found that several thousand dollars’ 
worth of bonds and stocks, and $4,000 in currency had been taken. Soon 
after a letter was received from an attorney of New York city, anncuncing 
that he was in possession of valuable information. An interview with him 
was then had, and after negotiations, consent was given to return every- 
thing but the money for a consideration of $1,200, which amount was 
paid and the property secured. 


GrorGIA.—The Governor in his message states that the valid bonded 
debt of the State is $8,005,500, and that the public credit has steadily contin- 
ued to improve, and may now be justly considered as firmly re-established. 


KENTUCKY.—The first annual message of Governor McCreary congratu- 
lates the State on its peaceful condition, abundant harvest, and good financial 
condition. The State debt, October 1, 1875, is stated as $184,394 outstanding 
bonds, of which only $10,349 are due, and which have not been paid because 
not presented. The other bonds are not due until 1894, ’95 and ’96. Abun- 
dant resources are on hand to meet the debt many times over. Excess of 
revenue proper over expenses in 1875, $ 361,604. 


Louisville.—The Louisville Clearing-House Association has been organ- 
ized, and began operations on January 3d, 1876. The membership comprises 
all the chartered banks in the city, except the Franklin Bank and the Savings 
Bank of Louisville. Balances are settled by checks of the Manager drawn on 
the debtor banks. The following are the officers and committees : 

President, Thos. L. Barrett; Vice-President, J. H. Lindenberger; Manager, 
Clinton McClarty. 

Committee of Management-—John B. Smith, Geo. S. Allison, Henry Hurter. 
Committee of Arbitration—W. B. Hamilton, Charles Tilden, C. N. Warren, 
R. M. Cunningham, R. S. Veach. 


LouIsIANA.—-Governor Kellogg’s message congratulates the people on the 
hopeful prospects of the State, which he ascribes mainly to the fact that they 
are now on the threshold of the full fruition of those financial reforms which, 
at the last election, by the unquestioned vote of the majority of the people, 
were engrafted on the Constitution of the State. 


THE FINANCES OF MAINE.—The State Treasurer has made his report for 
1875, showing the finances of Maine to be in a sound and healthy condition. 
The receipts for the year were $1,568,775. Balance on January 1, 1875, 
$322,185. The disbursements for the year were $1,513,867; cash on hand 
December 31, 1875, $377,093. The estimated receipts for 1876 are $1,671,899, 
and the expenditures, $1,553,490. The tax for 1876 will be four mills on 
the dollar. Not one dollar has been borrowed during the past year. 





1876.] BANKING AND FINANCIAL ITEMS. 663 


MASSACHUSETTS.—The message of Governor Rice presents the following 
view of the State finances: “The public debt of the Commonwealth now 
amounts to nearly thirty-four millions of dollars, showing an apparent in- 
crease over the corresponding period last year of about four and a half 
millions—a larger increase than has been made in any year since the direct 
expenses for the war ceased. 

“It has always been a subject of honorable satisfaction to our fellow- 
citizens, that the good credit of the State has been maintained through the 
vicissitudes of peace and war; and the premiums which have from time to 
time heen realized from the sale of its bonds have formed a considerable 
portion of the Sinking Funds which are so important a security for its 
loans. The estimates for 1876 are as follows: Ordinary expenditure and 
payments from the revenue, $4,960,70; the 6rdinary revenue of the year, 
including revenue cash in the treasury, $3,649,234. 

“A State tax of $1,800,000 or $2,000,000 will be necessary to meet 
the estimated deficiency, and leave the treasury at the close of the year with 
cash in hand sufficient for such calls as may be made upon it before the or- 
dinary revenues of the succeeding year shall begin to be realized.” 


The Savings Banks —“The returns of the Savings Banks for the last three 
years show a steady increase in the total amount on deposit; a slight gain in 
the deposits in 1875 over those made in 1874; and, notwithstanding the pre- 
vailing depression in our industries, a smaller amount withdrawn from these 
institutions in 1875 than in either of the two previous years. The official 
figures are as follows: In 1873 there were 175 Savings Banks, with a total of 
deposits of $ 202,195,343; in 1874, 179 banks, deposits $217,452,120; in 1875, 
180 banks, deposits $ 238,396,584. The total amount deposited during the 
three years was: In 1873, $58,846,558; in 1874, $57,611,608; in 1875, 
$ 59,930,144. The withdrawals in each year were: In 1873, $50,458,340; in 
1874, $49,696,893; in 1875, $46,996,036. You will no doubt see that the 
necessary legislation for protecting the interests of depositors, and of the 
public, in these institutions exist, or shall be provided.” 


MissourtI.—The following aggregate report of the condition of the banks in 
St. Louis (57 in number) on the first day of January, 1876, has been com- 
piled from pubiic and private statements by Mr. E. Chase, Manager of the 
Clearing-House : 

Capital Savingsand Cash Loans, Dis- 
and Time Demand and counts and 
Surplus. Deposits. Deposits. Exchange. Bonds. 


7 National Banks ....... Biaowsaasiais 7:533,095 - 1,785,828 . 7,5€5,545 . 3,515,836 . 12,121,149 
31 State Banks 10,634,254 - 11,549,483 - 15.191,103 . 7,324,273 . 28,021,163 


38 Clearing-House Banks 18,267,349 - 13,335,311 . 22.756,€48 . 10,840,059 . 41,142,312 
19 Banks not in Clearing-House.. 1,392,193 . 2,809,026 . 1,805,436 . 948,436. 4.785,773 


57 Banks in St. Louis 19,559,542 - 16,144,337 - 24,562,084 . 11,788,495 . 45.928,085 
56 Banks 1st July, 1875 19.510,015 . 15,443,€36 . 25.703,480 . 14.542,€%5 . 45,309,998 


Increase last six months + 700,701 . ° - 618,087 
Decrease last six months + 1,341,396 . 2,752,390 . 


On Ist January, 1876, the 7 National Banks report amount of bonds depos- 
ited, $793,400; circulation, $706,690. On Ist July, 1875, they had bonds, 
5 1,342,850; circulation, $ 1,079,080. Decrease in bonds, $549,450; in circula- 
tion, $ 372,390, 


Kansas City—In our January number it was intended to be announced 
that the Kansas City National Bank had gone into liquidation, to be suc- 
ceeded by a new organization under State charter. The types, however, 
made it appear that the First National Bank of Kansas City had given up 
business. This was an error, the First National having no such intention. 
It continues to prosper under the same management as_ heretofore, 
viz.: H. M. Holden, President; E. H. Allen, Vice-President, and M. W. 
St. ig Cashier. Their card will be found at the end of the present 
number. 
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MINNESOTA.—The balance in the hands. of the State Treasurer, December 
I, was $130,245. Both the retiring and the new Governors recommend imme- 
diate steps for an honorable adjustment and eventual payment of the obliga- 
tions of the State involved in the old repudiated State bonds. 


LIABILITY FOR SPECIAL DEposits.—The depositors in the Wallkill National 
Bank of Middletown, N. Y., have brought suits against the bank and its 
receiver to recover for bonds, amounting to $40,000, left in the bank, and 
alleged to have been squandered by its officers. 


NEw JERSEY.—Governor Bedle’s message reports the war debt, the only 
State debt, as amounting to $1,035,833.28, deducting the sinking fund. The 
receipts for the year from al] sources, outside of the sinking fund, were 
$3,414,543-93, and the disbursements, $3,378,635.69; balance in bank, excepting 
sinking fund, $308,769.05. 

OuI0.—The annual message of Gov. Allen sets forth that the financial 
condition of the State is good. The total funded debt amounts to $ 7,949,920. 
The local county, city, town, village, and school debts of the State amount to 
$25,957,588—an increase of $4,071,580. The taxable valuations are: Real 
estate in cities, towns and villages, $696,883,323 ; personal property, $535,660,818; 
total, $1,598,575,862—an increase of $18,196,538. 


Governor Hayes, in his inaugural address on Jan. 10, dwelt on the undue 
increase of municipal debts, and recommended that no such debt be _per- 
mitted without a vote of the municipality which should in every case include 
the laying of an additional tax sufficient to pay off the debt in a short 
time. 


PENNSYLVANIA.—Governor Hartranft’s message reports the net debt of the 
State as $13,766,564. He directs special attention to the increasing debts of 
cities, and recommends the appointment by the Legislature of a commission 
to consider the subject of municipal government. 


Philadelphia.—The Centennial National Bank has just been organized, 
and, with a view to special relations with the Centennial Exposition, will 
have an office within the grounds of the latter. Its permanent banking 
house will be on Market street, near the Penn. R. R. Station. The officers 
are: E. A. Rollins, President; H. M. Lutz, Cashier. Capital, $300,000. 


RHODE IsLAND.—The Savings Banks in this State owe depositors 
$51,311,330, being $2,500,000 more than last year. The depositors number 
101,635. 


DEAN’S INTEREST AND EQUATION EXPONENTS.—A new edition (the sev- 
enth) of these valuable tables has just been issued by their enterprising pub- 
lishers, Messrs. L. L. & Moses King, of St. Louis. They afford a remarkably 
simple, rapid and convenient method of finding interest and of averaging 
— The price is Five Dollars, post-paid. Orders may be sent to this 
office. 


THE LONDON CHEQUE BANK, a description of which appeared in the 
BANKER’S MAGAZINE of October, 1873, is about to wind up its affairs. The 
London 7imes regrets the step, and says: ‘‘In a statement issued lately it 
was shown that as rapid progress had been made by the Cheque Bank in sell- 
ing post-checks as was made on the money-order system on its first introduc- 
tion, and there can be no doubt that the post-check is a safer and much 
cheaper and more negotiable instrument for transmitting money than the cum- 
brous and costly post-office order. There is some talk still of re-organizing 
the bank, but if it cannot be set on foot again the Government might do worse 
than re-model its money-order business on the Cheque Bank plan.” 

The idea upon which this bank was formed was that of affording to small, 
every-day transactions the convenience and safety of checks. It was a good 
one, and the fate of the institution is to be ascribed to the immovable con- 
servatism of Englishmen. At the last meeting of the stockholders the chair- 
man remarked that, if the scheme had been started in America, the checks 
we nag present time would have covered the continent from one end to the 
other. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List; continued from January No., page §79.) 


January, 1876. 


Place and Capital. Bank and President. N. Y. Correspondent and Cashier. 


. Santa Barbara. Santa Barbara Co. Bank.. 
W. M. Eddy, Pr. E. S. Sheffield, Cas. 


Lawrence County Bank... Evans, Peake & Co. 
Jacob May, Pr. Francis E. Atwood, Cas. 


GM 6.5 «:0:6 Farmers’ Bank of Colfax. . 
William Powers, Pr. F. W. Powers, Cas. 
Sullivan Sullivan County Bank Importers & Traders’ Nat. Bk. 
$75,000 William H. Crowder. Pr. Medford B. Wilson, Cas. 
Citizens’ Exchange Bank.. Union National Bank, Chicago. 
is Kirby & McHugh......... Ninth National Bank. 
. Dubuque Dubuque County Bank.... _Importers & Traders’ Nat. Bk. 
$50,000 William G. Stewart, Pr. Edward A, Lull, Cas. 


oS POR Scie sio sii Miami County Bank Donnell, Lawson & Co. 
$ 50,000 J. E. Thayer, Pr. William Crowell, Cas. 
.. Mt. Pleasant .. Hicks, Bennett & Co...... Fourth National Bank. 
.... Nashville Barry, Evarts & Co Ninth National Bank. 
.. Dowagiac C. T. Lee Ninth National Bank. 
. Rochester Rochester National Bank.. _Importers & Traders’ Nat. Bk. 
$50,000 Chas. H. Chadbourn, Pr. Charles H. Bliss, Cas. 
. St. Paul Marine Bank Ninth National Bank. 
O. B. Turrell, Pr. C. E. Rittenhouse, Cas. 
Appleton City. Appleton Savings Bank... Donnell, Lawson & Co. 
Thos. B. Sutherland, Py. William O. Mead, Cas. 
Versailles Avery & Kelsey : Donnell, Lawson & Co. 


... Virginia City.. Agcy., Nev. B.ofSan Fran. (Geo. A. King, Ag#.) 
. Whitney's Pt.. Orlo J. Pratt Metropolitan National Bank. 


. Cincinnati Bk. of Discount & Deposit. (S. Kuhn & Sons.) 


. Greenfield Bank of Greenfield Third National Bank. 
Amzi J. Wright, Cas. 


Wayland & Wheatley National Park Bank. 
Henning, C. W 

Janesville Merch. & Mech. Sav. Bk.. 

Milwaukee.... M. Hirsch 


———— Oe 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 


Authorized December 22, 1875, to January 22, 1876. 
—— Capital. —— 
Noa. Name and Place. President and Cashier. Authorised. Paid, 
2316 Rochester National Bank, Charles H. Chadbourn... $50,000 
Rochester, MINN. Charles H. Bliss. $ 30,000 
2317 Centennial National Bank, E. A. Rollins 300,000 
Philadelphia, Pa, H, M 4 150,000 


43 
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CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List; continued from January No., pase 576.) 


JANuARY, 1876. 
Name of Bank. Elected. In place of 
Continental National Bank, N. Y. City.... W. J. Harris, Cas C. F. Timpson. 
Bank of New York N. B: A., ” .... Charles M. Fry, Pr.... C. P. Leverich. 


IND.... A. Major. 


** .... Evansville National Bank, Samuel Bayard, Pr.... G. W. Rathbone. 
Evansville. § David J. Mackey, V. P. S. Bayard. 


Kan... State Bank of Kansas, Seneca.... Edwin Knowles, Pr.... S. Lappin. 

*« ,.. Bank of Marion Centre William Kellison, Pr... J. Getty. 
Mass.. Salem National Bank, Salem.... Augustus Story, Pr.... W. C. Endicott. 

“* ,. Central National Bank, Boston.. Charles J. Bishop, Prv.. H. Smith. 

“« ,. Old Boston Nat. Bank, ‘ .. Henry W. Pickering, Pr. J. C. Wild. 

** .. Maverick National Bank, ‘‘ .. Asa P. Potter, Pr N. Gibson. 

** .. Tremont National Bank, ‘‘ .. William Perkins, Pr... A. T. Hall.* 
Micu.. Second Nat. Bank, East Saginaw J. F. Boynton, Cas W. H. Coats. 
MINN.. First National Bank, Lake City.. A. J. Fowler, Cas L. S. Van Vliet. 

Farmers’ Bank, Bowling Green.. Samuel P. Griffith, Cas. R. Gentry. 
.. Mechanics’ Savings Bk., Moberly M. T. Elliott, Cas S. P. Griffith. 
... Salem Nat. Banking Co., Salem. Charles Wood, Pr P. W. Garrison.* 
... National Bk. of Auburn, Auburn. C. H. Merriman, Pr.... J. S. Seymour. 
ae _ 5 a ‘*, Jas. Seymour, Jr., Cas. C. H. Merriman. 
.. National Bank of Fayetteville.... R. W. Eaton, Cas O. D. Blanchard. 
. First National Bank, Seneca Fails Albert Cook, Pr........ 
First National Bank, Cleveland... James Barnett, Pr P. Scovill.* 
Citizens’ Banking Co., Latrobe.. J. D. Pores, Pr 
Nat. Exchange Bank, Providence Henry L. Kendall, Pr.. R. Waterman. 
. Blackstone Canal Nat. Bk., ‘ William Ames, Pr J. H. De Wolf. 
State National Bank, Memphis .. Amos Woodruff, Pr.... R. C. Daniel. 


* Deceased. 


THE PREMIUM ON GOLD AT NEW YORK, 


DECEMBER, 1875—JANUARY, 1876. 


2875. Lowest. Highest. 1875. Lowest. Highest. 1876. Lowest. Highest. 
-Dec. 23 .. 12% - 13% .Jan. 6.. 12% - 
Sener. my . 13% -- 24.-. 13 - 13% es 7.. 125% 
ebruary. 13} 15% 25.-- Holiday. oe 
March... 17 
April .... ; 28 .. 1234 


: a7... 12%. 1% i... 34 
4 3 1234 


- 13 
BY ....- 35 29..13 . 13% 1234 


eS 30... 123 13% IZ... 12% 
i... BI. 12% . 13% 14.. 12% 
August .. 12% 
September J 1.. Holiday. 13 

October . . 4% 2-. 4. 16% 123% 
November 4-- 12% . 12% ‘ 123% 
December 5 -- 12% . 125% 12% 
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DISSOLVED, DISCONTINUED, OR CHANGED. 


(Monthly List, continued from January No., page 577.) 


New York State Loan & Trust Co., New York City ; in liquidation. 
Dickinson & Co., New York City; failed. 
Lancaster, Brown & Co., New York City ; succeeded by Lancaster, Saunders & Co. 


. Fordyce & Rison, Huntsville; succeeded by W. R. Rison & Co. 
*.. Denton D. Stark & Co., Fayetteville ; succeeded by William Mcllroy. 
Temple & Workman, Los Angeles ; failed. 
- William Yale Beach, New Haven and Wallingford; closed. 
Security Savings Bank, Chicago ; closed. 
Wrenn & Brewster, Chicago ; succeeded by John H, Wrenn & Co. 
Daniel Steeples, Casey ; succeeded by the Home Bank. 
. Stoddard & Remick, Red Oak, succeeded by V. D. Stoddard. 
George A. Pike, Shreveport; succeeded by S. M. Asher. 
.. Osborn, Perkins & Co., Hudson ; succeeded by Perkins, Thompson & Co. 
.... D.C. Tilden, Mount Clemens ; assigned. 
.. National Marine Bank, St. Paul, succeeded by Marine Bank. 
... Chadbourn Brothers, Rochester; succeeded by the Rochester National Bank. 
.. Larkin, Wright & Co., Cincinnati; succeeded by Jos. F. Larkin & Co. 
... Richland National Bank, Mansfeld ; in liquidation. 
. E. W. Twichell & Son, Zdinboro ; succeeded by Edinboro Savings Bank. 
..» Farmers & Mechanics’ Bank, Lebanon ; sold to Dime Savings Bank. 
. Lewis & Lewis, Hearne's Station ; succeeded by S. P. Thacker. 


RESPONSIBILITY OF COLLECTING BANKS.—An important decision was ren- 
dered on January 13th, by Judge Wallace, in the U. S. Circuit Court in this 
city, in the suit of E. A. Kent, Assignee of the Corn Exchange National 
Bank of Chicago, vs. the Dawson National Bank of Wilmington, N. C. In 
1873 the Corn Exchange Bank sent for collection to the Dawson Bank a draft 
on W. H. Wisloall of Wilmington, N. C., for $1,054. The Dawson Bank for- 
warded the draft for collection to Messrs. Burbank & Gallagher, bankers in 
good standing in the latter place. They collected, but could not remit at once 
on account of the disordered condition of financial reiations arising from the 
panic. Meanwhile they failed. The Dawson Bank acted without commission, 
and without any agreement for compensation, and claimed that they are not 
liable, having used due diligence. Judge Wallace decides that they must 
make good the loss, as they became personally responsible for the draft when 
it was received by them for collection. In this decision the Judge says: ‘I 
know of no exception to the rule that, where one as principal contracts to 
fulfill a duty toward another, he is liable for any default, whether on his own 
part or that of those to whom he delegates the duty. The cases where a 
bailee is not liable for the miscarriage of his agents or servants, are not an 
exception to the general rule; for these the implied contract is only to exer- 
cise ordinary care, and if, in selecting the agents, this duty has been fulfilled, — 
the implied contract is satisfied.” 
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PUBLIC DEBT OF THE UNITED STATES. 


Recapitulation of the Official Statements (cents omitted). 


Dest BEARING INTEREST IN COIN. 


December 1, 1875. January 1, 1876. 


Bonds at six per cent. ...............--- $1,033,866,550 -. $1,017,615,400 
Bonds at five per cent 600,384,750 a 670,384,750 


$1,694,251,300 -.. $1,688,000,150 


DEBT BEARING INTEREST IN LAWFUL MONEY. 
Navy pension fund at 3 per cent $14,000,000... $ 14,000,000 


Debt on which interest has ceased 22,430,870 22,712,540 
/ DEBT BEARING NO INTEREST. 


Old demand and legal-tender notes $ 372,541,479 - $ 371,896,862 
Certificates of deposit 42,010,000... 35,175,000 
Practional currency . ..............0...00+06 42,356,105 -- 44,147,072 
Coin certificates 19,796,500... 31,198,300 


$ 477,304,084 -.  $482,417,234 


Total debt $2,207,986,254 -. $2,207,129,925 
UR  ccdaincoutenscdet sacs amie anaes 34,960,516. 38,819,062 


TOTAL DEBT, principal and interest $ 2,242,946,771 .- $2,245,948,988 
CASH IN THE TREASURY. 


COIR. 2200 ce ccce cone cece cess ceee cece cces $ 70,404,676 .. $ 79,824,448 
Currency 12,014,962 .. 11,117,344 
Special deposit held for redemption of cer- 

tificates of deposit, as provided by law.. 42,610,000... 35,175,000 


—— 


$125,029,638 .- $126,116,792 


Debt, less cash in the Treasury, Dec. 1, 75 $2,117,917,132 -- 
Debt, less cash“ “ Jan. 1, 76 -- $2,119,832,195 


Decrease of debt during the past month.. $480,078... $1,915,062 
Decrease of debt since June 30, 1875.... 10,771,593 _-- 8,850,531 


Bonps IssuED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE 
IN LAWFUL MONEY. 


Principal outstanding..............-.---- $64,623,512 .. $ 64,623,512 
Interest accrued and not yet paid 1,615,587 -- 1,938,705 


Interest paid by the United States 28,202,807... 28,202,807 
Interest repaid by transportation of mails, &c. 6,575:854 -- 6,668,927 


Balance of interest paid bythe U.S.. $21,626,953. -- $ 21,533,880 
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NOTES ON THE MONEY MARKET. 


NEW YORK, JANUARY 22, 1876. 


Exchange on London at sixty days’ sight, 4°85 @ 4°85%, in gold. 


The general aspect of the financial situation is favorable to future low rates of 
interest. The banks are beginning to accumulate legal tenders; but at the same 
time they are gaining specie. Thus, the flow of capital is now setting this way, and 
every thing indicates that the rapid movement towards this city of currency and 
deposits from the interior will now go on as is usual during the first months of the 
year. The money market has resumed in part the ease and tranquillity which was 
somewhat disturbed by the usual activity incident to the close of the year. The 
banks are receiving currency from the interior every day, and the accumulation of 
idle capital at this center is increasing the loans on Stock Exchange. Collateral are 
quoted at 4 to 5 per cent. for Governments, and at 5 to 6 for miscellaneous securi- 
ties. The Banks are increasing their reserves, as will be seen from the subjoined 
table. The New York Clearing-House reports as follows: 

Legal 

1875. Loans. Specie. Tenders. Circulation. Deposits. Exchanges, 
Dec. 27....$ 263,683,500 . $16,759,900 .$ 40,762,200 . $18,950,700 . $ 200,640,800 . $357,831,740 
Jan. 3.... 264,062,500 .. 20,233,300 .. 39,924,900 .. 18,791,000 .. 204,508,100 .. 349,257,633" 
- 8..4.. 263,044,000 .. 21,149,600 .. 39,328,600 .. 18,595,800 .. 210,820,200 .. 485,551,568 

“ 15.... 261,652,100 .. 23,309,100 .. 44,532,500 .. 18,515,600 .. 216,058,500 .. 447,750,630 
** 22.... 260,806,900 .. 23,773,200 .. 46,367,900 .. 17,892,000 .. 217,324,200 .. 449,484,689 


The Boston Clearing-House statements compare as follows: 


1875. Loans. Specie. Legal Tenders. Deposits. Circulation. 


$ 132,461,300 ... $842,200 ... $9,077,000 ...$ 77,582,500 ...$ 24,826,200 
133,570,400 ... 1,526,300 ... 9,333,800 ... 79,446,700 ... 24,920,800 
134,546,700 ... 2,518,800 ... 9,223,400 ... 80,899,000 ... 25,312,000 

134,769,200 ... 3,119,000 ... 8,664,300 ... 81,321,500 ... 25,419,000 


The Philadelphia statements are as follows: 


1875. Loans. Specie. Legal Tenders. Deposits. Circulation. 
$ 58,415,396 ... $286,454 ...$ 12,697,326 ...$ 44,481,304 ...$ 10,565,180 

58,157,107 ... 427,705 ... 13,278,723 ... 46,190,763 ... 10,611,390 

56,610,938 ... 639,018 ... 14,363,476 ... 46,326,891 ... 10,632,625 

57,121,484 ... 721,268 ... 15,723,207 ... 47,967,658 ... 10,599,141 

The Stock market shows considerable strength. Governments are active and 
strong. The new Fives are selling at 1173a118, and the coupons of 1867 at rar. 
Railroad bonds are in fair demand, and are becoming a favorite investment, some of 
the best bonds of the dividend-paying roads being held at high prices. The loans 
negotiated abroad by the Baltimore & Ohio and the Reading Railway Companies 
have given an impulse to the market for the best railroad securities, and it is ex- 
pected that foreign capital is more likely this year to invest itself in such securities 
than ever before. In State securities little is doing. Bank shares are firm, with 
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small transactions. Railroad shares close with considerable speculative activity, but 
the business of the month has been light. The following are our usual quotations: 


QUOTATIONS: Dec. 23. Jan. 3. Jan, 8. Jan. 14. Jan. 21. 
113 ee 113 ee 112% <e 113 oe 112% 
U. S. 5-208, 1867 Coup. 121% ise 122% ie 120 ce 121% oa 121% 
U.S. new FivesCoup. 116% .. 6% .. 17%—COCSyj 116% 2 «. 297% 
West. Union Tel. Co.. 72% ae 74% “e 75% me 75% ie 768% 
N. Y.C.& HudsonR. 103% .. 104% las 104 a 107% He 111% 
Lake Shore........... 59% “< 58% oa 61% is 64 Pe 67% 
Chicago & Rock Island 103% as 104 pA 195% ae 106% a 107% 
New Jersey Central... a8 104% “3 104 x 104 es 105 
i 15% as 15% “a 15% oe 16% 
4-8444.88 .. 4.85a4.89 .. 4.85a4.89 .. 4.843{04.89 
Call loans rer 7 ne 527 a 5a6 ee 526 
Discounts si 628 ae 6a8 os 628 as 628 
Treasury balances, cur. $ 38,374,744 -. $37,116,009... $35,177,837 .. $35,429,047 -- $36,584,423 

Do. do. gold 42,072,865 ..  45,373,609.. 44,086,394 .. 44,442,203 .. 46,045,609 

Gold is quiet but firm. But for several millions of foreign exchange created by 
the Baltimore & Ohio and Reading loans, the premium, it is supposed, would have 
gone higher this month, as a clique is said to have been formed for the purpose. 
Many persons believe that such an advance is probable, even now. They found 
their expectations on various circumstances which are existing in the market, or 
threatening. First, they rely on the small supply of cash gold in the market. 
Secondly, on the continued demand for gold in Europe. Thirdly, on the agitation 
of the currency question in Congress; and lastly, on the gold necessities of the 
Treasury. These necessities arise out of the fact that Mr. Bristow has called in 43 
millions of bonds for the Sinking Fund during the last twelve months, and that the 
surplus from taxation does not yield him revenue enough to pay for the whole of 
these 43 millions of bonds. The surplus of the last fiscal year afforded for this pur- 
pose $13,376,658. For the present year the surplus is estimated at $29,008,601. If 
this be realized, Mr. Bristow will have 42 millions of the needful 43 millions, if he 
can wait till 30th June next, before completing his payments. But this is impossible; 
part of the amount has been already advanced, and the whole will fall due by the 
15th of February, when the Treasury will be liable to be called upon for the whole 
sum. How the Treasury will obtain the means to pay off these called bonds as 
they are presented, is a question which is actively discussed in banking circles. 
We do not expect much difficulty from this source, but there are not a few persons 
who regard it as likely to cause some changes up and down in the price of sgold. 
At the close of business to-day the quotation was steady at 113. Foreign exchange 
is firm at 485 to 485%. 

The success of the Dominion of Canada in placing a recent loan on the Lon- 
don market shows at how low a rate first-class borrowers can obtain money, and 
encourages the hope that a portion of our 4 and 4% per cents may be disposed of 
in the same quarter. This loan of the Dominion consisted of £ 1,500,000 at 4 per 
cent., guaranteed by the English Government payable in 1910, and of £ 1,000,000 
ordinary 4 per cent. Dominign bonds payable in 1905, and subscribers were to take 
three-fifths of the former and two-fifths of the latter at one price for the two stocks 
united. Subscriptions were received at and above £08, 12s. for each £100 of 
bonds, to an amount greatly in excess of the sum called for. At the price named, 
the sum to be realized from the loan would be £2,465,000, from which must be 
deducted about £ 30,000 of interest, accruing before all the installments of the sub- 
scription are paid in, leaving the net amount realized about £ 2,435,000. On this 
sum an annual interest of £100,000 is payable, besides about £ 65,000 more at the 
maturity of the bond, being the difference between the amount realized and the 
nominal capital of the loan. This sum distributed over the whole period would 
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make the average expense per annum less than £ 102,000, or at the rate of less than 
4 I-5 per cent. per annum on the net amount realized. The sum borrowed by the 
Canadian Government is indeed a mere bagatelle when compared with the transac- 
tions required to fund our remaining 6 per cent. bonds, and it is impossible to tell 


how large a quantity of bonds the market would take on terms so favorable. But 
the experiment is worth trying, and the result will doubtless prove that our four 


per cent. bonds will be readily taken in. 


In the last two years, the countries whose securities sell at the London Stock 


Exchange have enlarged their debts by $1,500,000,000. 


To illustrate this rapid 


growth, the subjoined table is given of the principal National debts as reported on 
the 1st of January, 1875. The aggregates are converted into dollars, of five to the 


pound sterling: 


Country. 1873. 

$ 3740,000,000 
31950,000,000 
2,165,000,000 
1,809,000,000 
1,305,000,000 
1,530,009,000 
1,775,000,000 
1,040,000,000 
620,000,000 
540,000,000 


$ 18, 465,000,c00 


GROWTH OF PUBLIC DEBTS IN TWO YEARS. 


1875. 

$ 4,500,000,000 
31900,000,000 
2,142,000,000 
I,950,000,000 
1,875,000,000 
1,750,000,000 
1, 700,000,000 
1,000,000,000 
675,000,000 
650,000,000 


$ 20,142,000,000 


The total outstanding circulation of the National Banks, with the amount of 
bonds deposited in Washington, compare as follows: 


Week Notes in Bonds for Bonds for Coin in Coin 
ending circulation. circulation. U.S. deposits. Total bonds. Treasury. Certificates. 


May 22... $350,012,329 . $379,186.900 . $15,967,200 . $ 395,154,100 . $92,551,522 .$ 20,119,800 

June §.... 350,780,279 .. 378,938,900 .. 15,917,200 .. 394,856,r00 .. 83,927,204 .. 19,777,200 

June 12.... 349,257,859 .- 278,176,400 .. 15,942,200 .. 394,118,600 .. 83,603,659 .. 19,248,300 

June 19.... 348,994,474 «+ 376.860,400 .. 15,892,200 .. 392,752.600 .. 77,016,446 19,803,100 

June ++ 349 462,839 .. 376,585,600 .. 15,817,200 .. 392,402,800 .. 69,945,673 .. 18,489,700 

July 3... 349 285,309 -- 375,735,000 -. 15,792,200 .. 391,527,200 

July ees 349.735.2164 -- 375,333,000 .* 15,792,200 .. 391,125,200 .. 69,608,526 .. 23,673,800 

July ses 351,613,724 -- 375,197,362 .. 15,792,200 .. 390,989,552 .. 68,860,027 .. 23,309,400 

July sees 330,764,469 .. 374,753,362 .. 18,792,200 .. 393,545,562 .. 66,926,937 .. 

July 21.... 349,835,249 -. 374,894,362 ... 18,792,200 .. 393,686,562 

Aug. 7.... 348,937,939 -- 374,927,862 .. 18,792,200 .. 393,720,062 .. 71,953,412 .. 22,657,200 
349,205.093 .- 374,917,762 .. 18,792,200 .. 393,709,962 .. 70,716,887 .. 19,740,700 
349,130,000 .. 374,788,762 .. 18,792,200 .. 393,580,962 .. 70,738,807 .. 18,561,000 

Aug. «e+» 348,725,018 .. 374,531,762 .. 18,792,200 .. 393,323,962 .. 70,223,690 .. 17,510,400 

-+.. 348,011,138 .. 373,812,762 .. 18,792,200 .. 392,604,962 

Sept. 11.... 347,980,000 .. 373,382,762 .. 18,792,200 .. 392,174,962 .. 66,730,316 .. 

Sept. 18.... 347,578,483 -. 373,077,762 .. 18,792,200 .. 391,869,962 .. 65,927,109 .. 12,722,400 

Sept. 3475720,223 -- 372,150,762 .. 18,792,200 .. 390,942,962 .. 66,924,152 .. 12,435,000 

Oct. 2.... 346,994,193 -- 371,489,252 .. 18,782,200 .. 390,271,462 .. 

Oct. 9.... 346.769,853 .. 369,791,762 .. 18,782,200 .. 388,573,962 .. 68,784,332 .. 12,477,100 

Oct. 16.... 346,813,776 .. 368,857,212 .. 18,782,200 .. 387,639,412 .. 70,472,506 .. 12,775,600 

Oct. 23.... 344,458,128 .. 368,119,917 .. 18,760,000 .. 386,879,917 .. 69,070,408 .. 11,562,300 

Oct. 30.... 346,805,616 .. 367,799,412 .. 18,730,000 .. 386,529,412 .. 

Nov. 6.... 345,799,108 .. 366,658.312 .. 18,730,000 .. 385,388,312 .. 72,042,514 .. 

Dec. 18.... 343,938,278 .. 364,690,112 .. 18,626,500 .. 383,316,612 .. 69,206,263 .. 21,447,000 

Jan. 22.... 343,253,577 -- 362,108,062 .. 18,626,500 .. 380,734,562 .. 73,200,709 .. 34,429,000 


Holland is one of the oldest investing countries, and one of the largest investors 
in foreign loans, The Dutch investors are reported to hold about $ 135,000,000 of 
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our railroad securities—about one-thirtieth of the entire amount. These securities 
represent about 2,400 miles of average American railroads. In spite of their appar- 
ent want of success in choosing good investments, the Dutch investments in rail- 
road shares have four-fifths of them earned and paid good dividends at some time, 
and nearly one-half continue to do so. But with bonds their experience is dis- 
couraging. These are supposed to be ‘‘securities,”” on which a man may depend 
for an income; but we see that of the purchases made in Holland, amounting to 
$ 109,540,000, 48 per cent. pays no interest whatsoever, and 4% per cent. pays less 
than half as much as was promised. 

The earnings of the Centfal Pacific Railroad in 1875, November and December 
being estimated, were $16,891,018 gross, and $9,716,905 net, against $14,522,814 
gross and $8,763,498 net in 1874. The earnings for the last year were the largest 
in the history of the Company, showing an increase over 1874 of $2,368,204 gross, 
and $1,043,406 net. The earnings over operating expenses for 1875 exceeded the 
entire bonded interest of the Company by more than $6,000,000. 

The London Zimes of January 6th, speaking of the anticipated advance of the 
Bank rate, thus remarks: ‘It is tolerably certain that the gold which has gone 
to the Continent, both to France and Germany, will remain there, at all events for 
the present, evidence recently having been given us that the Germans are prepared 
to bid against us should we wish to attract gold, in case of need, from that quar- 
ter. At the moment, the Berlin Exchange rather favors the view that gold will 
continue to be sent thither. As regards France, the forced paper currency is still 
in operation, and no gold will be parted with by the Bank of France, so that 
whatever is to be taken must come from the stock that is in private hands, and, 
to induce them to part with it, the exchange must rise to at least 25f. 40c. from the 
present point of about 25f. 13c. There is, consequently, no prospect of our being 
able immediately to increase our stock of the precious metals from anywhere.” 

Prof. Bonamy Price’s book on Currency has just been published by Appleton. 
It is in part a republication of a revised edition of the lectures on Banking deliv- 
ered last year in this country. We shall shortly give a review of this interesting 
work. It contains an exposition of the nature of currency, whether made of metal 
or paper, by scientific analysis, pointing out its relations to the National wealth, 
showing when it does and when it does not contribute to its increase, and specify- 
ing its connection with banking. Mr. Price discusses the questions, What is a 
bank? and What does a bank do?—explaining the relations existing between the 
money market and the wealth of a nation. Although on some points Mr. Price 
holds opinions at variance with most economists, his knowledge and ability are as 
well known as his lucid, earnest style. 


DEATHS. 


At Hopkinton, MaAss., on Thursday, January 20th, aged sixty-eight years, 
LovETT H. BowKeER, President of the First National Bank of Hopkinton. 


At NEw York, on Monday, January roth, aged sixty-eight years, CHARLES P. 
LEVERICH, President of the Bank of New York. 





